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transferred its functions to the comm ssioner of insurance and
the Texas Departnment of |Insurance, as appropriate. Chapter 31 of
this code defines "conm ssioner” and "departnent” for purposes of
this code and the other insurance |laws of this state to nmean the
conmi ssi oner of insurance and Texas Departnment of |nsurance,
respectively. Accordingly, the revised | aw substitutes a
reference to the comm ssioner for a reference to the State Board
of I nsurance.
(2) Subsection (i), V.T.1.C. Article 8.24, states that a
Mexi can casualty insurance conpany is entitled to an appeal under
V.T.1.C. Article 1.04, revised as Subchapter D, Chapter 36. The
revised law omts that statenment as unnecessary because
Subchapter D, Chapter 36, provides sufficient authority for the
right to appeal. The omtted |aw reads:
Any carrier aggrieved by an order of the
State Board of I|nsurance hereunder shall be
entitled to appeal therefrom pursuant to the
provi sions of Article 1.04 of this code.

TITLE 7. LI FE | NSURANCE AND ANNUI Tl ES

SUBTI TLE A. LI FE | NSURANCE | N GENERAL
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SUBCHAPTER A. REQUI RED PQOLI CY PROVI SI ONS
Revi sed Law
Sec. 1101.001. APPLICABILITY OF SUBCHAPTER. Thi s subchapter
applies to a life insurance policy:
(1) issued or delivered in this state; or
(2) issued by a life insurance conpany organi zed under
the laws of this state. (V.T.1.C Art. 3.44 (part).)
Source Law

Art. 3.44. [No] policy of life insurance shall be issued or
delivered in this State, or be issued by a |life insurance conpany
organi zed under the laws of this State, [unless the sanme shal
contain provisions substantially as follows:]

Revi sed Law

Sec. 1101.002. POLICY PROVI SIONS REQUI RED. (a) Except as
provided by this section, a life insurance policy must contain
provi sions that are substantially the sane as the provisions
required by this subchapter.

(b) A single premumlife insurance policy is not required
to contain a provision under this subchapter to the extent that
the provision is not applicable to a single prem uminsurance
policy. (V.T.1.C. Art. 3.44 (part).)

Source Law

Art. 3.44. No [policy of life insurance shall be issued or
delivered in this State, or be issued by a |life insurance conpany
organi zed under the laws of this State,] unless the sanme shal
contain provisions substantially as foll ows:

11. . . . Any foregoing provision, not applicable to
single premumpolicies shall, to that extent, not be
i ncor porated therein.

Revi sed Law
Sec. 1101.003. ENTIRE CONTRACT. (a) A life insurance
policy constitutes the entire contract between the parties,
except that if the application is nade a part of the contract,
the policy and the application constitute the entire contract.
(b) A life insurance policy nust provide that the policy or




the policy and the application for the policy constitute the
entire contract between the parties. (V.T.1.C. Arts. 3.44 (part);
21.24.)

Source Law

[Art. 3.44]
3. That the policy, or policy and application, shal
constitute the entire contract between the parties and .

Art. 21.24. Every policy of insurance issued or delivered
within this State by any life insurance conpany doi ng busi ness
within this State shall contain the entire contract between the
parties, and the application therefor may be made a part thereof.

Revi sed Law
Sec. 1101.004. PREM UMS PAYABLE IN ADVANCE. A life

i nsurance policy nmust provide that all prem uns are payable in
advance at the honme office of the conpany that issues the policy
or to an agent of the conpany on delivery of a receipt signed by
at |l east one of the conpany officers designated in the policy.
(V.T.1.C Art. 3.44 (part).)

Source Law

1. That all premuns shall be payable in advance
either at the honme office of the conpany or to an agent of the
conpany upon delivery of a receipt signed by one or nore of the
officers who are designated in the policy.

Revi sed Law

Sec. 1101.005. GRACE PERICD. (a) Except as provided by
Subsection (b), a life insurance policy:

(1) must contain a provision for a grace period of at
| east one nmonth for the paynent of each premumafter the first
paynment during which the policy remains in force; and

(2) may:

(A) provide for an interest charge on a prem um
paid during a grace period; or

(B) provide that if an insured dies during a
grace period the overdue premumw || be deducted from any
settl enent made under the policy.

(b) The conmm ssioner by rule may require a life insurance
policy issued under Section 884.402(3) to contain a grace period
that is longer than the grace period required by this section.
(V.T.1.C Art. 3.44 (part).)

Source Law

2. For a grace period of at |east one nonth, for the
paynent of every premiumafter the first, which may be subject to



an interest charge, during which nonth the insurance shal
continue in force, which may stipulate that if the insured shal
die during the period of grace the overdue premumw || be
deducted in any settlenent under the policy, provided, however,
the State Board of |nsurance may, by rule, provide for a |onger
grace period for policies issued under Subsection (b), Section 1,
Article 22.23A, Insurance Code.

Revi sor's Note
Subdivision 2, V.T.1.C. Article 3.44, refers to the "State
Board of Insurance."” Chapter 685, Acts of the 73rd Legisl ature,
Regul ar Session, 1993, abolished the State Board of |nsurance and
transferred its functions to the comm ssioner of insurance and
the Texas Department of Insurance. Accordingly, the reference to
the State Board of |nsurance has been changed to the
"conmi ssioner” in the revised | aw
Revi sed Law
Sec. 1101.006. | NCONTESTABILITY. (a) Except as provided by
Subsection (b), a life insurance policy nust provide that a
policy in force for two years fromits date of issue during the
lifetime of the insured is incontestable, except for nonpaynent
of prem uns.
(b) At the option of the conpany, a life insurance policy
may provide that the policy may be contested at any tine for
viol ation of policy conditions relating to naval and mlitary
service in atinme of war. (V.T.1.C Art. 3.44 (part).)
Source Law

3. That the policy, or policy and application, [shal
constitute the entire contract between the parties and] shall be
incontestable after it has been in force during the lifetine of
the insured for two (2) years fromits date, except for
non- paynent of prem uns, and which provisions may, at the option
of the company, contain an exception for violation of the
conditions of the policy relating to naval and mlitary service
in time of war.

Revi sed Law
Sec. 1101.007. STATEMENTS OF INSURED. A life insurance
policy nust provide that, in the absence of fraud, a statenent
made by an insured is considered a representation and not a
warranty. (V.T.1.C. Art. 3.44 (part).)
Source Law

4. That all statenments made by the insured shall, in
t he absence of fraud, be deened representations and not
warranties.



Revi sed Law
Sec. 1101.008. ADJUSTMENT OF AMOUNT PAYABLE | F AGE OF

| NSURED |'S UNDERSTATED. A |ife insurance policy nust provide that
if the age of an insured has been understated, the anmount payable
under the policy is the anbunt that the prem um paid woul d have
purchased if the insured' s age had been stated correctly.
(V.T.1.C Art. 3.44 (part).)

Source Law

5. That if the age of the insured has been
under st ated, the anount payable under the policy shall be such as
the prem um paid woul d have purchased at the correct age.

Revi sed Law
Sec. 1101.009. PCLICY LOANS. (a) The follow ng policies
are not required to conply with this section:
(1) atermlife insurance policy;
(2) a pure endowrent contract issued or granted:
(A) as an original contract; or
(B) in exchange for a |apsed or surrendered

policy; or
(3) a policy that does not provide for cash val ues or
nonforfeiture values and that neets the requirenents of Section

884. 403(b).
(b) A life insurance policy nust provide that the conpany
that issues the policy will loan to the policy owner at a

specified interest rate an anount equal to the sum of the
policy's cash value and any dividend additions to the policy, or,
at the policy owner's option, an anount |ess than that sum if:

(1) the policy is in force;

(2) the premuns for the policy have been paid for at
| east three full years; and

(3) the policy is properly assigned.

(c) Alife insurance policy nust also provide that:

(1) a policy loan is secured only by the policy;

(2) the conpany may deduct froma policy |oan the sum
of the anmpbunt of existing debt on the policy and the bal ance of
unpaid premuns for the current policy year;

(3) the conpany may collect in advance interest on the
policy loan to the end of the current policy year; and

(4) failure to repay the policy loan or interest on
the | oan does not void the policy until the total anmount owed
under the | oan equals or exceeds the policy's cash val ue.

(d) Alife insurance policy nmay provide that a policy | oan
may be deferred for a period not to exceed six nonths after the
date the application for the | oan is made.

(e) Alife insurance policy may not require a prerequisite
to a policy loan if the prerequisite is not required or



aut hori zed by this section. (V.T.1.C Art. 3.44 (part).)
Source Law

6. That after three (3) full years' prem unms have been
pai d, the conpany, at any time while the policy is in force, wll
advance upon proper assignnment of the policy and upon the sole
security thereof at a specified rate of interest a sumequal to,
or at the option of the owner of the policy |less than, the cash
val ue of the policy and of any dividend additions thereto; and
that the conmpany may deduct from such | oan val ue any existing
i ndebt edness on the policy and any unpai d bal ance of the prem uns
for the current policy year, and may collect interest in advance
on the loan to the end of the current policy year, which
provi sion may al so provide that such |oans may be deferred for
not exceeding six (6) nonths after the application therefor is
made. It shall also be stipulated in the policy that failure to
repay any such advance, or to pay interest, shall not void the
policy until the total indebtedness thereon to the conpany shal
equal or exceed the cash value. No condition other than as
herei n provided shall be exacted as a prerequisite to any such
advance. This provision shall not be required in terminsurance,
nor in pure endowrents issued or granted as original policies, or
i n exchange for | apsed or surrendered policies or for policies
not providing for cash values or non-forfeiture values neeting
the requirenents of Subsection (b), Section 1, Article 22.23A,
| nsurance Code.

Revi sor's Note
Subdivision 6, V.T.1.C. Article 3.44, refers to an "advance"
of an ampount of noney against a life insurance policy and to a
"l oan val ue" of the advance. The revised |aw substitutes "Il oan"
for "advance" to ensure consistent use of termnology in this
code.

Revi sed Law
Sec. 1101.010. NONFORFEI TURE BENEFI TS AND CASH SURRENDER
VALUES I N GENERAL. A life insurance policy mnmust provide
nonforfeiture benefits, including cash surrender values, in
accordance with
(1) Subchapter D; or
(2) Chapter 1105, for a policy issued on or after the
dat e determ ned under Section 1105.002(a) or (b), as applicable.
(V.T.1.C Art. 3.44 (part).)
Source Law

7. Provisions for non-forfeiture benefits in the event
of default in prem um paynents and for cash surrender values in
accordance with the provisions of this Section 7 and Section 8 of
this Article 3.44 in the case of policies issued prior to the



operative date of Article 3.44a (the Standard Non-forfeiture
Law), and in accordance with provisions of Article 3.44a in the
case of policies issued on or after said date. . . . This
provi sion shall not be required in terminsurance.

Revisor's Note

Subdivision 7, V.T.1.C. Article 3.44, requires policies
issued "prior to the operative date of Article 3.44a (the
Standard Non-forfeiture Law)" to contain provisions for
nonforfeiture benefits and cash surrender val ues in accordance
with Subdivisions 7 and 8, V.T.1.C. Article 3.44. Policies
i ssued on or after that date are required to contain provisions
for nonforfeiture benefits and cash surrender values in
accordance with Article 3.44a.

Subdivisions 7 and 8, V.T.1.C. Article 3.44, are revised in
this chapter as Subchapter D. Accordingly, the revised law in
this section requires policies issued before the "operative date
of Article 3.44a" to contain provisions in accordance with that
subchapter. Subchapter D al so contains Subdivision 9, V.T.I.C
Article 3.44, a provision that is not expressly mentioned in
Subdivision 7. In context, however, it is clear that
Subdivisions 7, 8, and 9 are intended to operate together and
apply to the sanme group of policies described by Subdivision 7.

V.T.1.C. Article 3.44a is revised as Chapter 1105. Section
13, V.T.1.C. Article 3.44a, which defines the "operative date" of
that article, is revised as Section 1105.002. That section of
the revised law omits the reference to "the operative date" of
the law and substitutes a clear statenent of the law s
applicability to certain policies. Accordingly, the revised | aw
in this section, for purposes of describing the policies required
to contain provisions for nonforfeiture benefits and cash
surrender values in accordance with Chapter 1105, omits the
reference to "the operative date" and substitutes |anguage
consistent wth Section 1105. 002.

Revi sed Law

Sec. 1101.011. TIME FOR SETTLEMENT OF CLAIM Alife
i nsurance policy must provide that settlenment under the policy
after the death of the insured will be made not later than two
nmonths after the date of receipt of proof of:

(1) the death; and
(2) the right of the claimant to the proceeds of the
policy. (V.T.1.C Art. 3.44 (part).)
Source Law

10. That when a policy shall beconme a claimby the
death of the insured, settlement shall be made upon receipt of or
not later than two (2) nonths after due proof of death and the
right of the claimant to the proceeds.



Revi sed Law
Sec. 1101.012. TABLE OF | NSTALLMENTS OF PROCEEDS. A life
i nsurance policy that provides that the policy proceeds are
payable in install nents nust include a table that shows the
amount of the installments. (V.T.1.C Art. 3.44 (part).)
Source Law

11. A table showi ng the amounts of installnents in
whi ch the policy may provide its proceeds may be payabl e.

Revi sed Law
Sec. 1101.013. STATEMENT OF MAXI MUM AMOUNT PAYABLE UNDER

FAM LY GROUP LI FE | NSURANCE POLICY. A famly group life insurance
policy nust clearly state:

(1) the maxi mum anount that is payable to the payee in
the policy on the death of an insured or insureds; and

(2) any terms under which an amount other than the
maxi mum anount of the policy is payable. (V.T.1.C Art. 3.44

(part).)

Source Law

12. In all famly group life insurance policies there
shall be clearly stated the maxi num amount which is payable to
the payee in the policy in the case of the death of any insured
person or persons. Regardless of what the maxi rum anount of said
policy is or may be, any provision for paynent other than the
full amount of said policy shall be clearly stated in the policy.

[ Sections 1101.014-1101. 050 reserved for expansion]

SUBCHAPTER B. PROHI BI TED POLI CY PROVI SI ONS
Revi sed Law
Sec. 1101.051. APPLICABILITY OF SUBCHAPTER. Unl ess
ot herwi se provided by this subchapter, this subchapter applies to
a life insurance policy:
(1) issued or delivered in this state; or
(2) issued by a life insurance conpany organi zed in
this state. (V.T.1.C Art. 3.45 (part).)
Source Law

Art. 3.45. [No] policy of life insurance shall be issued or
delivered in this State, or be issued by a |life insurance conpany
i ncorporated under the laws of this State, [if it contains any of
the follow ng provisions:]

Revi sor's Note
V.T.1.C. Article 3.45 refers to a life insurance conpany
"incorporated” under the laws of this state. The revised |aw




substitutes "organi zed" for "incorporated" to provide for
consi stent use of termnology in this code.

Revi sed Law

Sec. 1101.052. EXCLUSION. Unl ess otherw se provided by this

subchapter, this subchapter does not apply to a policy issued
instead of or in exchange for a policy issued before July 10,
1909. (V.T.1.C Art. 3.45 (part).)

Source Law

3. . . . No foregoing provision relating to policy
forns shall apply to policies issued in lieu of, or in exchange
for, any other policies issued before July 10, 1909.

Revi sed Law
Sec. 1101.053. CERTAIN LIMTATIONS PERIODS. Alife
i nsurance policy may not include a provision that limts the tine
during which an action under the policy nmay be commenced to a
period of less than two years after the date the cause of action
accrues. (V.T.1.C. Art. 3.45 (part).)
Source Law

Art. 3.45. No [policy of life insurance shall be issued or
delivered in this State, or be issued by a |life insurance conpany
i ncorporated under the laws of this State,] if it contains any of
the follow ng provi sions:

1. A provision limting the time wthin which any
action at law or in equity nmay be conmmenced to |l ess than two (2)
years after the cause of action shall accrue.

Revisor's Note
Subdivision 1, V.T.I.C Article 3.45, refers to an action
"at law or in equity.” The revised |aw omts the reference as
unnecessary because an action can only be brought at law or in
equity.

Revi sed Law

Sec. 1101.054. RETROACTI VE | SSUANCE OR EFFECT; EXCHANCE OR
CONVERSI ON. (a) Except as provided by Subsection (b), alife
i nsurance policy may not contain a provision under which the
policy is issued or takes effect on a date nore than six nonths
before the date of the original policy application if the
provi sion causes the insured to rate at an age that is younger
than the age of the insured on the date of the application. For
t he purposes of this subsection, the age of the insured on the
date of the application is the age of the insured on the
birthday of the insured that is nearest to the date of the
appl i cation.

(b) An issuer of alife or endowrent insurance policy or
annuity contract may, with the consent of the policyhol der or




contract hol der, exchange the policy or contract for, or convert
the policy or contract into, a policy of another plan of
i nsurance or an endowrent or annuity contract as of a date not
earlier than the effective date of the original policy or
contract.

(c) [If an exchange or conversion is nmade under Subsection
(b) and the newly witten policy or contract is issued as of a
date earlier than the date of the application for exchange or
conversion, the amount of |ife or endownent insurance or annuity
provi ded under the newly witten policy or contract may not
exceed the greater of:

(1) the amount that the premumpaid for the original
policy or contract would have purchased on the plan of the newy
witten policy or contract for an individual the age of the
insured on the effective date of the original policy or contract;
or

(2) the amount of the original policy or contract.
(V.T.1.C. Art. 3.45 (part).)

Source Law

2. A provision by which the policy shall purport to be
issued or to take effect nore than six (6) nonths before the
original application for the insurance was made, if thereby the
insured would rate at any age younger than his age at date when
t he application was nmade, according to his age at nearest
bi rt hday, except that, any life insurance conpany, with the
consent of the policyhol der, may exchange, alter, or convert any
policy of life or endowrent insurance or annuity issued by it for
or into a policy of another plan of insurance or annuity as of a
date not prior to the effective date of the original policy or
annuity being exchanged, altered, or converted. |If such newy
witten policy or annuity is issued as of a date prior to the
date of application for exchange, alteration, or conversion, the
anount of insurance or annuity thereunder shall not exceed, on
t he succeedi ng plan, whichever is the greater of the follow ng
two anounts:

a. the amount that the premumpaid for the
original policy or annuity would have purchased at the age of the
insured on the effective date of said original policy or annuity,
on the plan of the newwy witten policy or annuity; or

b. the anobunt of the original policy or
annuity.

Revi sor's Note
Subdivision 2, V.T.1.C. Article 3.45, refers to "exchange,
alteration, or conversion" of certain policies or contracts. A
policy or contract that is altered is converted into another
policy or annuity. Therefore, the revised |law omts the




references to "alteration" because the nmeaning of that termis
included within the nmeaning of "conversion."
Revi sed Law
Sec. 1101.055. SETTLEMENT ON MATURI TY LESS THAN FACE VALUE.
(a) Except as provided by Subsection (b), a life insurance
policy may not contain a provision for a settlement at maturity
that is | ess than the anount insured on the face of the policy
plus the amount of any dividend additions to the policy mnus the
sum of the anmpunt of any debt to the conpany that issues the
policy and the anobunt of any prem umthat nay be deducted from
the settlenent under the terns of the policy.
(b) Alife insurance policy may provide for a settlenent

that will be less than the anount required under Subsection (a)
if the death of the insured is:

(1) by the insured' s own hand regardl ess of whet her
the insured is sane or insane;

(2) caused by follow ng a hazardous occupation that is
stated in the policy; or

(3) the result of aviation activities under conditions
specified in the policy and approved by the departnent under
Article 3.42. (V.T.1.C. Art. 3.45 (part).)

Source Law

3. A provision for any node of settlenent at maturity
of | ess value than the anmounts insured on the face of the policy,
pl us dividend additions, if any, |ess any indebtedness to the
conpany on the policy, and | ess any premumthat may by the terns
of the policy be deducted; provided, however, that any conpany
may issue a policy promsing a benefit less than the full benefit
in case of the death of the insured by his own hand while sane or
i nsane, or by follow ng stated hazardous occupations, or in the
event the death of the insured should result from aviation
activities under the conditions specified in the policy, to be
approved by the Board of Insurance Conmi ssioners, as provided in
this chapter

Revisor's Note

(1) Subdivision 3, V.T.1.C. Article 3.45, refers to the
"Board of Insurance Conmi ssioners.” Under Chapter 499, Acts of
the 55th Legislature, Regular Session, 1957, adm nistration of
the insurance laws of this state was reorgani zed and the powers
and duties of the Board of Insurance Comm ssioners were
transferred to the State Board of Insurance. Chapter 685, Acts
of the 73rd Legislature, Regular Session, 1993, abolished the
State Board of Insurance and transferred its functions to the
conmi ssi oner of insurance and the Texas Departnent of Insurance,
as appropriate. Chapter 31 of this code defines "comm ssioner”
and "departnment” for purposes of this code and the other




insurance laws of this state to nean the conm ssi oner of

i nsurance and the Texas Departnent of Insurance, respectively.
Accordingly, the reference to the Board of Insurance
Conmi ssi oners has been changed appropriately.

(2) Subdivision 3, V.T.1.C. Article 3.45, provides that the
subdi vi si on does not apply to "purely accident and health
policies.” The revised law omts the provision as unnecessary,
because the subdivision only applies to a |life insurance policy,
and an accident and health policy is not a life insurance policy.
The omtted | aw reads:

3. . . . This provision shall not
apply to purely accident and health
pol i ci es.

(3) Subdivision 3, V.T.1.C. Article 3.45, states that a
policy benefit may be reduced for a death resulting fromaviation
activities "under the conditions specified in the policy, to be
approved by the Board of Insurance Conmi ssioners, as provided in
this chapter,” neaning Chapter 3 of this code. The portions of
Chapter 3 that govern approval of life insurance policies are
contained in Article 3.42 of this code. The revised lawis
drafted accordingly.

Revi sed Law

Sec. 1101.056. PRELI M NARY TERM | NSURANCE OF MORE THAN ONE
YEAR I N LEVEL PREM UM PQOLI CY. (a) Sections 1101.051 and 1101. 052
do not apply to this section.

(b) This section does not apply to a life insurance policy
issued on or after the date determ ned under Section 1105.002(a)
or (b), as applicable.

(c) Alevel premumlife insurance policy may not be issued
or sold in this state by any conpany if the policy provides for
nore than one year of prelimnary terminsurance. (V.T.1.C
Art. 3.46.)

Source Law

Art. 3.46. No level premumpolicy of |life insurance shal
be issued or sold by any conpany in this state which provides for
nore than one year prelimnary terminsurance. The provisions of
this Article shall not apply to policies and contracts issued on
or after the operative date of Article 3.44a (the Standard
Non-forfeiture Law).

Revi sor's Note
(1) The | anguage in Subsection (a) of the revised lawis
new and has been added to maintain any distinction that may exi st
in the applicability of V.T.1.C. Article 3.46, revised in this
section, and V.T.1.C. Article 3.45, also revised in this
subchapt er




(2) V.T.1.C Article 3.46 states that the article does not
apply to certain "policies and contracts.” The article only
regul ates the issuance or sale of a "policy." Therefore, the
revised law omts as unnecessary the reference to "contracts."”

[ Sections 1101.057-1101. 100 reserved for expansion]
SUBCHAPTER C. POLI CY PROVI SI ONS REQUI RED BY OTHER
JURI SDI CTI ONS
Revi sed Law

Sec. 1101.101. REQUI RED POLICY PROVISIONS. (a) A policy
issued in this state by a life insurance conpany not organized
under the laws of this state nmay contain any provision that the
| aw of the state, territory, district, or county under which the
conpany i s organi zed requires the policy to contain.

(b) Notwithstanding Article 3.42, a policy issued or
delivered in another state, territory, district, or county by a
life insurance conpany organi zed under the laws of this state may
contain any provision required by the laws of that state,
territory, district, or county. (V.T.1.C Art. 3.47.)

Source Law

Art. 3.47. The policies of a life insurance conpany not
organi zed under the laws of this State may contain any provision
which the aw of the state, territory, district or county under
whi ch the conpany is organi zed, prescribes shall be in such
policies when issued in this State; and the policies of alife
i nsurance conpany organi zed under the laws of this State may,
when issued or delivered in any other state, territory, district
or county contain any provision required by the laws of the
state, territory, district or county in which the sane are
i ssued, anything in this chapter to the contrary notw thstandi ng.

Revi sor's Note
V.T.1.C. Article 3.47, states that a policy may contain
certain provisions "anything in this chapter to the contrary
not wi t hst andi ng, " neaning Chapter 3 of this code. The portions of
Chapter 3 that govern approval of life insurance policies are
contained in Article 3.42 of this code. The revised law is
drafted accordingly.

[ Sections 1101.102-1101. 150 reserved for expansion]
SUBCHAPTER D. RIGHTS OF | NSURED UNDER CERTAI N OLDER
POLI Cl ES
Revi sed Law

Sec. 1101.151. APPLICABILITY OF SUBCHAPTER. Thi s subchapter
applies only to a life insurance policy issued before a date
descri bed by Section 1101.010(a)(2). Atermlife insurance
policy is not required to conply with this subchapter. (New.)

Revi sor's Note
Section 1101.151 is added to the revised law to clarify the




application of this subchapter.
Revi sed Law
Sec. 1101.152. STIPULATED FORM OF | NSURANCE. In case of a
default in the paynment of a prem um after prem uns have been paid
for three years, a life insurance policy to which this subchapter
applies nmust contain a provision that secures a stipulated form
of insurance on the life of the insured. (V.T.1.C. Art. 3.44

(part).)

Source Law

7. . . . Policies issued prior to the operative date
of Article 3.44a shall contain a provision substantially as
follows: a provision which, in the event of default in the
prem um paynents after prem uns shall have been paid for three
(3) full years, shall secure a stipulated formof insurance on
the Iife of the Insured,

Revi sed Law

Sec. 1101.153. COWUTATI ON OF NET VALUE OF STI PULATED FORM
OF I NSURANCE. (a) Except as provided by Subsection (c), the net
value of a life insurance policy secured under Section 1101.152
nmust be equal to the anmount of the reserve on the policy for
whi ch prem um paynent is in default and on any dividend additions
to that policy on the date of default, |ess the sum of:

(1) not nore than two and one-half percent of the
amount insured under the policy and any existing dividend
additions to the policy; and

(2) the amount of any existing indebtedness to the
conpany on the policy.

(b) The reserve described by Subsection (a) excludes any
reserve for disability or accidental death benefits.

(c) The net value of a life insurance policy that is
secured under Section 1101.152 for a policy other than an
industrial life insurance policy and that is issued to insure a
femal e risk may be conputed using an age not nore than three
years younger than the actual age of the insured if the policy
uses the sane age differential to conpute the policy reserve.

(d) Except as provided by Subsection (e), the amount of the
policy reserve under Subsection (a) nust be conmputed according to
the nortality table, interest rate, and nethod adopted in the
policy for computing the reserve.

(e) In conmputing the value of paid-up terminsurance with
any acconpanyi ng pure endowrent, a rate of nortality may be
assuned that is not nore than:

(1) 130 percent of the rate of nortality according to
the applicable table, or, for a substandard policy, the adopted
multiple of that nortality rate, if the Arerican Men U tinate
Table of Mortality or the Conm ssioners 1941 Standard Ordinary




Mortality Table is adopted for conputing the reserve; or

(2) the rate of nortality shown by the Conm ssioners
1958 Extended Term I nsurance Table, or, for a substandard policy,
the adopted nultiple of that nortality rate, if the Conm ssioners
1958 Standard Ordinary Mortality Table is adopted for computing
t he reserve.

(f) Subject to Subsection (g), a life insurance policy nust
state:

(1) the anmount and term of the insurance to be secured
in accordance with Section 1101.152 conputed as if there were no
i ndebt edness on the policy and no dividend additions to the
policy; and

(2) the nortality table, interest rate, nethod, and,
if the policy is issued to insure the life of a woman, any age
differential, that will be used to conpute the policy reserve.

(g) Anortality table, interest rate, nethod, or age
differential stated under Subsection (f) nust be authorized by
| aw to conpute the reserve liability on the policy. (V.T.I.C
Art. 3.44 (part).)

Source Law

7. . . . Policies issued prior to the operative date
of Article 3.44a shall contain a provision substantially as
follows: . . . the net value of which shall be equal to the

reserve (exclusive of any reserve for disability or accidental
death benefits) at the date of default on the policy, and on any
di vidend additions thereto, according to the nortality table,
rate of interest and nethod adopted for conputing such reserve,

| ess a sumof not nore than two and one-half per cent (2 1/2% of
t he amount insured by the policy and of any existing dividend
additions thereto, and | ess any exi sting indebtedness to the
conpany on the policy; provided, however, that if the nortality
tabl e adopted for conputing such reserve is either the Anerican
Men Utimate Table of Mortality or the Conmm ssioners 1941
Standard Ordinary Mortality Table, then in cal culating the val ue
of paid-up terminsurance with acconpanyi ng pure endownent, if
any, arate of nortality nmay be assuned which is not nore than
one hundred thirty per cent (130% of the rate of nortality
according to such adopted table or, in case of sub-standard
policies, the adopted nultiple thereof; provided further, that
if the nortality table adopted for conmputing such reserve is the
Conmi ssioners 1958 Standard Ordinary Mrtality Table, then in
calculating the value of paid-up terminsurance w th acconpanyi ng
pure endowrent, if any, a rate of nortality may be assumed which
is not nore than that shown in the Conm ssioners 1958 Extended
Term I nsurance Table, or, in case of sub-standard policies, the
adopted nmultiple thereof; and provided further as respects
policies on female risks, other than policies of industrial



i nsurance, the net value of any such stipulated formof insurance
may be cal cul ated according to an age not nore than three (3)
years younger than the actual age of the insured, provided the
sanme age differential has been used in conputing the policy
reserves under such policies. The policy shall state: (1) the
anmount and termof the stipulated formof insurance cal cul ated
upon the assunption of no indebtedness on the policy and no

di vidend additions thereto; and (2) the nmethod, rate of interest,
and nortality table (including any age differential applicable in
maki ng such conputations on policies issued to female risks) for
conputing the policy reserve, which nust be such as may be

aut hori zed by law for use in conputing the reserve liability of

t he conpany on such policy.

Revi sed Law

Sec. 1101.154. SURRENDER OF PCLI CY FOR SPECI FI ED CASH
SURRENDER VALUE. (a) A life insurance policy to which this
subchapter applies nust:

(1) provide within one nonth after a due date for a
premium after prem uns have been paid for three years, the
policy may be surrendered to the conpany that issues the policy
at the conmpany's hone office in return for an anount equal to the
cash value of the policy; and

(2) specify the cash value of the policy, which,
subj ect to Subsection (b), may not be | ess than the anount that
woul d ot herwi se be available to secure insurance in accordance
with Section 1101. 152.

(b) The cash value of the policy may not exceed the anount
of the policy reserve.

(c) The policy may provide that the conpany that issues the
policy may defer paynent of the cash value of the policy for a
period not to exceed six nonths after the date of application for
the paynent. (V.T.1.C. Art. 3.44 (part).)

Source Law

7. . . . Policies issued prior to the operative date
of Article 3.44a shall contain a provision substantially as
follows: . . . . Such provision shall also stipulate that the

policy may be surrendered to the conpany at its honme office

Wi thin one nonth fromthe due date of any premumfor its cash
val ue, which shall be specified in the policy and which shall be
at | east equal to the sum which would otherw se be avail able for
t he purchase of insurance, as aforesaid, but not nore than the
reserve on the policy, and may stipul ate that the conpany may
defer paynment for not nore than six (6) nonths after application
therefor is made. This provision shall not be required in term

i nsur ance.



Revi sed Law
Sec. 1101.155. CASH VALUE TABLE. A life insurance policy to

whi ch this subchapter applies nmust include a table that shows in
dol | ar ampbunts the cash value of the policy and the options
available to the policy owner if the owner defaults in prem um
paynments during each of the first 20 years that the policy wll
be in force or each of the years during which prem uns are
payabl e, beginning with the first year in which the cash val ues
and options are available. (V.T.1.C. Art. 3.44 (part).)

Source Law

8. In the case of policies issued prior to the
operative date of Article 3.44a, a table showing in figures the
cash val ues, and the options avail able under the policy each
year, upon default in prem um paynents during the first twenty
(20) years of the policy or the period during which prem uns are
payabl e, beginning with the year in which such val ues and options
becone avail abl e.

Revi sed Law
Sec. 1101. 156. PURCHASE OF OTHER | NSURANCE AND
REI NSTATEMENT. A life insurance policy to which this subchapter
applies nmust provide that if there is a default in prem um
paynents, the value of the policy shall be applied to the
purchase of other insurance and the original life insurance
policy may be reinstated within three years after the date of
defaul t if:
(1) other insurance purchased with the value of the
original life insurance policy remains in force;
(2) the original life insurance policy has not been
surrendered to the conpany and cancel ed;
(3) the conpany receives evidence of insurability that
is satisfactory to the conpany; and
(4) the arrears of premiuns are paid wth interest.
(V.T.1.C. Art. 3.44 (part).)
Source Law

9. That if, in event of default in prem um paynents,
the value of the policy shall be applied to the purchase of other
i nsurances; and if such insurance shall be in force and the
original policy shall not have been surrendered to the conpany
and canceled, the policy may be reinstated within three (3) years
from such default upon evidence of insurability satisfactory to
t he conpany and paynents of arrears of premuns with
i nterest.
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Sec. 1102.004. PREVI QUSLY APPROVED | NSURANCE POLI CY FORM
PAYABLE | N FOREI GN CURRENCY 1414
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CHAPTER 1102. PAYMENT OF | NSURANCE BENEFI TS
| N CURRENCY
Revi sed Law
Sec. 1102.001. DEFINITIONS. In this chapter:
(1) "lnsurance policy" means a policy, certificate, or
contract of:

(A Ilife, term or endowrent insurance, including
an annuity or pure endowrent contract;

(B) group life or terminsurance, including a
group annuity contract;

(© industrial life insurance;

(D) accident or health insurance;

(E) group accident or health insurance;

(F) hospitalization insurance;

(G group hospitalization insurance;

(H rmedical or surgical insurance;

(1) group nedical or surgical insurance; or

(J) fraternal benefit insurance.

(2) "lInsurer" means any insurer, including a:
(A Ilife, accident, health, or casualty insurance
conpany;
(B) mutual life insurance conpany;

(© nutual insurance conpany other than a life
i nsurance conpany;,

(D) mutual or natural premumlife insurance
conpany;

(E) general casualty conpany;

(F) Lloyd s plan or a reciprocal or
i nterinsurance exchange;

(G fraternal benefit society; or

(H group hospital service corporation. (V.T.1.C
Art. 3.42A, Sec. (a) (part).)

Source Law

(a) [Al benefits payable under] any policy, contract, or
certificate of life, term or endowrent insurance, group life or
terminsurance, industrial life insurance, accident or health
i nsurance, group accident or health insurance, hospitalization
i nsurance, group hospitalization insurance, nedical or surgical



i nsurance, group mnedical or surgical insurance, fraternal benefit
i nsurance, annuity or pure endowrent contract, or group annuity
contract [delivered, issued, or used in this state by] a life,
accident, health, or casualty insurance conpany, a nmutual life

i nsurance conpany, nutual insurance conpany other than life,
nmutual, or natural premumlife insurance conpany, genera
casual ty company, Lloyd's reciprocal or interinsurance exchange,
fraternal benefit society, group hospitalization service, or any
ot her insurer

Revi sor's Note

(1) The definition of "insurance policy"” is derived from
Section (a), V.T.1.C. Article 3.42A. A part of that |aw has been
revised as a definition for drafting convenience and for the
conveni ence of the reader.

(2) Section (a), V.T.1.C. Article 3.42A, refers to a "group
hospitalization service.”" The phrase describes an entity nost
commonly referred to as a "group hospital service corporation,”
which is governed by V.T.1.C. Chapter 20, revised as Chapter 842.
Consequently, the revised | aw substitutes "group hospital service
corporation” for "group hospitalization service" to provide for
consi stent use of term nology throughout this code.

Revi sed Law

Sec. 1102.002. BENEFI TS PAYABLE I N CURRENCY. Each benefit
payabl e under an insurance policy delivered, issued, or used in
this state by an insurer shall be payable in currency. (V.T.1.C
Art. 3.42A, Sec. (a) (part).)

Source Law

Art. 3.42A. (a) Al benefits payabl e under any policy,

contract, or certificate of . . . insurance . . . [, annuity or
pure endowrent contract, or group annuity contract] delivered,
issued, or used in this state by . . . any . . . insurer shall be

payabl e in currency.

Revi sed Law
Sec. 1102.003. STATEMENT REGARDI NG VALUE OF FOREI GN
CURRENCY. (a) An insurance policy described by Section 1102. 002
providing that benefits are payable in foreign currency nust
i ncl ude a conspi cuous statenent that the value of the currency
denomi nated in the policy can fluctuate as conpared to the val ue
of United States currency.
(b) The statenent nust be:
(1) included as part of the policy; or
(2) attached to the insurance policy at the tine it is
issued. (V.T.1.C Art. 3.42A, Sec. (c).)




Source Law

(c) Any such policy, contract, or certificate of insurance
providing that benefits are payable in foreign currency nust
conspi cuously state that the currency in which the policy is
denom nated can fluctuate in value as conpared to the currency of
the United States of Anerica or a statement to such effect shal
be attached to any such policy upon issue.

Revi sed Law
Sec. 1102.004. PREVI QUSLY APPROVED | NSURANCE POLI CY FORM
PAYABLE | N FOREI GN CURRENCY. (a) The comm ssioner may di sapprove
or withdraw approval of a previously approved insurance policy
formthat provides benefits payable in foreign currency if the
conmi ssi oner determ nes that the foreign currency has been |ess
stable than United States currency in the previous 20-year
peri od.
(b) This section does not require the resubm ssion for
approval of any previously approved insurance policy formunless:
(1) wthdrawal of approval is authorized under this
section or Article 3.42; or
(2) after notice and hearing, the comm ssioner
determ nes that approval was obtai ned by inproper neans,
including by msrepresentation, fraud, or a m sl eading statenent
or document. (V.T.1.C Art. 3.42A, Sec. (b).)
Source Law

(b) In addition to any other ground authorized by this code
for disapproval or withdrawal of a previously approved policy
form the board shall have the authority to di sapprove or
wi t hdraw approval of any such policy, contract, or certificate of
i nsurance, the benefits of which are payable in foreign currency,
if the board determ nes such foreign currency to have been | ess
stable than the currency of the United States over the preceding
20-year period. This article shall not be construed to require
the resubm ssion for reapproval of any heretofore approved
policy, contract, or certificate of insurance form unless
wi t hdrawal of such previous approval is authorized under Article
3.42, this article, or unless it is determ ned, after notice and
heari ng, that such approval was obtained by m srepresentation,
fraud, m sleading statenments or docunentation, or other inproper
nmeans.

Revi sor's Note
(1) Section (b), V.T.1.C. Article 3.42A, provides that the
authority of the board over approval of insurance nam ng a
foreign currency for the paynent of benefits is "[i]n addition to
any ot her ground authorized by this code for disapproval or




wi t hdrawal of a previously approved policy form"™ The revised
law omts the quoted | anguage as unnecessary. An accepted general
principle of statutory construction requires a statute to be
given cunul ative effect wwth other statutes unless it provides

ot herwi se or unless the statutes are in conflict. The general
principle applies to this revision.

(2) Section (b), V.T.1.C. Article 3.42A, refers to "the
board,"” neaning the State Board of Insurance. Chapter 685, Acts
of the 73rd Legislature, Regular Session, 1993, abolished the
State Board of Insurance and transferred its functions to the
conmi ssi oner of insurance and the Texas Departnent of |nsurance.
Chapter 31 of this code defines "conm ssioner"” and "departnent”
for purposes of this code and the other insurance |laws of this
state to nmean the conm ssioner of insurance and the Texas
Department of |nsurance, respectively. Throughout this chapter,
references to the State Board of Insurance have been changed
appropriately.

Revi sed Law

Sec. 1102.005. RULES. The conmmi ssioner may adopt reasonable
rules to acconplish the purposes of this chapter, including rules
requiring:

(1) appropriate reserves for insurance policies
subject to this chapter; or
(2) prudent investment of prem unms collected from
i nsurance policies subject to this chapter regardl ess of any
ot her provision of this code related to the investnent of noney
by an insurance conpany. (V.T.1.C Art. 3.42A, Sec. (d).)
Source Law

(d) The State Board of |nsurance may adopt reasonable rules
to carry out the purposes of this article, including but not
[imted to requiring appropriate reserves for such policies and
requiring prudent investnment of prem uns collected from such
i nsurance without regard to any other provision of this code
relating to the investnent of funds by insurance conpani es.

Revi sor's Note

Section (d), V.T.1.C. Article 3.42A, provides for the
adoption of rules, including "but not limted to" rules regarding
certain topics. The revised law omts "but not limted to" as
unnecessary because Section 311.005(13), CGovernnent Code (Code
Construction Act), and Section 312.011(19), Governnent Code,
applicable to the revised |law, provide that "includes" and
"including" are terns of enlargenent and not of limtation and do
not create a presunption that conponents not expressed are
excl uded.
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CHAPTER 1103.
SUBCHAPTER A.

1103. 001.
applies only to a life insurance policy issued by a | egal
life insurance conpany.

3. 49.
association or any trust estate doing business for profit,
nanmed beneficiary in any policy of

FORFEI TURE OF BENEFI Cl ARY' S RI GHTS
FORFEI TURE 1428
PAYMENT OF PROCEEDS TO CONTI NGENT

BENEFI Cl ARY OR TO RELATI VE 1428

LI FE | NSURANCE POLI CY BENEFI Cl ARl ES
STATUTORY LI FE | NSURANCE BENEFI Cl ARI ES;

| NSURABLE | NTEREST
Revi sed Law

APPLI CABI LI TY OF SUBCHAPTER. Thi s subchapter

reserve
(V.T.1.C Art.
Source Law

3.49 (part).)

[ Any corporation, partnership, joint stock

may be

i nsurance] issued by a | egal



reserve life insurance conpany [on the |ife of any officer or

st ockhol der of said corporation, joint stock association or trust
estate; or any partnership or nenber thereof may be the
beneficiary in any policy of insurance] issued by a |l egal reserve
life insurance conmpany [upon the |ife of any nmenmber of said
partnership; or any religious, educational, eleenosynary,
charitabl e or benevolent institution or undertaking may be naned
beneficiary in any policy of life insurance] issued by any | egal
reserve life insurance conpany [upon the life of any

i ndi vi dual ].

Revisor's Note
V.T.1.C. Article 3.49 refers to insurance policies issued by

a "legal reserve life insurance conpany.” The article
subsequently refers to life insurance policies issued by "l egal
reserve conpanies.” It is clear fromthe context that the

article applies only to life insurance policies issued by |egal
reserve life insurance conpanies. The revised lawis drafted
accordingly.

Revi sed Law

Sec. 1103.002. | NSURABLE | NTEREST OF BENEFI Cl ARY. A

beneficiary described by this subchapter who is designated in a
life insurance policy has an insurable interest for the face
anmount of the policy and is entitled to collect that anmount.
(V.T.1.C. Art. 3.49 (part).)

Source Law

Art. 3.49. . . . The beneficiaries aforenaned shall have an
insurable interest for the full face of the policy and shall be
entitled to collect sane.

Revi sor's Note

V.T.1.C. Article 3.49 grants an insurable interest to
certain classes of beneficiaries designated in life insurance
policies, including classes of beneficiaries designated in life
i nsurance policies "heretofore issued.” It is clear that the
| egi sl ature included the provision regarding policies "heretofore
i ssued” to extend the application of the article to beneficiaries
of policies issued before the effective date of the article. The
provi sion, having acconplished its purpose on the date the
article becane effective, is executed |law. Therefore, the
revised law omts the provision as unnecessary. The omitted |aw
reads:

Art. 3.49. . . . On all policies of
life insurance heretofore issued by | egal
reserve conpanies in which any of the
af orenaned shall have been desi gnated
beneficiaries in the policies, said



beneficiaries shall have an i nsurable
interest to the full extent of the face of
the policy and be entitled to collect sane.

Revi sed Law
Sec. 1103.003. CORPCRATION, JO NT STOCK ASSOCI ATI ON, OR
TRUST ESTATE AS BENEFI Cl ARY. A corporation, a joint stock
association, or a trust estate that is engaging in business for
profit may be designated as a beneficiary in a policy that
insures the life of an officer or stockhol der of the corporation,
joint stock association, or trust estate. (V.T.1.C. Art. 3.49

(part).)

Source Law

Art. 3.49. Any corporation, partnership, joint stock
association or any trust estate doing business for profit, may be
named beneficiary in any policy of insurance . . . on the life of
any officer or stockhol der of said corporation, joint stock
association or trust estate; or

Revi sor's Note
V.T.1.C. Article 3.49 states that a "corporation,
partnership, joint stock association or . . . trust estate doing
busi ness for profit" may be a beneficiary of a policy insuring
the life of an officer or stockholder of "said corporation, joint
stock association or trust estate.” The revised |law omts the
reference to a "partnership" because it is clear fromthe context
of Article 3.49 that the substantive provisions of the article
that apply to a partnership are contained in the portion of the
article revised as Section 1103. 004.
Revi sed Law
Sec. 1103.004. PARTNERSH P OR PARTNER AS BENEFI Cl ARY. A
partnership or a nenber of a partnership may be designated as a
beneficiary in a policy that insures the life of a nenber of the
partnership. (V.T.1.C Art. 3.49 (part).)
Source Law

Art. 3.49. . . . any partnership or nenber thereof may be
the beneficiary in any policy of insurance . . . upon the life of
any nenber of said partnership; or

Revi sed Law
Sec. 1103.005. RELI A QUS, EDUCATI ONAL, ELEEMOSYNARY
CHARI TABLE, OR BENEVOLENT | NSTI TUTI ON OR UNDERTAKI NG AS
BENEFI Cl ARY. A religious, educational, eleenosynary, charitable,
or benevolent institution or undertaking may be designated as a
beneficiary in a policy that insures the life of an individual.
(V.T.1.C. Art. 3.49 (part).)




Source Law

Art. 3.49. . . . any religious, educational, eleenpsynary,
charitabl e or benevolent institution or undertaking may be naned
beneficiary in any policy of |life insurance . . . upon the life

of any i ndividual.

[ Sections 1103. 006-1103. 050 reserved for expansion]

SUBCHAPTER B. DESI GNATI ON OF BENEFI CIl ARY OR OMNER OF LI FE
| NSURANCE POLI CY; | NSURABLE | NTEREST
Revi sed Law
Sec. 1103.051. APPLICABILITY OF SUBCHAPTER. Thi s subchapter
applies only to a life insurance policy issued by:
(1) a legal reserve life insurance conpany; or
(2) a nutual assessnent |ife insurance conpany.
(V.T.1.C. Art. 3.49-1, Secs. 1 (part), 2 (part), 3 (part).)
Source Law

Sec. 1. [Any person of |egal age may apply for insurance on
his life] in any |l egal reserve or nutual assessnment life
i nsurance conpany .

Sec. 2. [Any person of |egal age whose life is insured
under any existing or future policy of insurance] by any |egal
reserve or nutual assessnent |ife insurance conpany [may .
designate in witing as the beneficiary or beneficiaries
t her eof ]

Sec. 3. [Any person of |legal age may consent in witing to
t he purchase of or the application for an individual or group
i nsurance policy or policies] issued by any | egal reserve or
nmut ual assessnent |ife insurance conpany .

Revi sed Law
Sec. 1103.052. LIBERAL CONSTRUCTI ON. This subchapter shal
be liberally construed to inplenent the purposes of this
subchapter. (V.T.1.C Art. 3.49-1, Sec. 5 (part).)
Source Law

Sec. 5. . . . This Act shall be liberally construed to
effectuate its purposes, and .

Revi sor's Note
(1) Section 5, V.T.I.C. Article 3.49-1, refers to the
cunul ative effect of that article. An accepted general principle
of statutory construction requires a statute to be given
cunul ative effect with other statutes unless it provides
ot herwi se or unless the statutes are in conflict. The general
principle applies to this revision. The omtted | aw reads:




Sec. 5. The provisions of this Act are
cunul ative of existing |aw in Texas,
statutory and ot herwi se, on the question of
i nsurabl e interest

(2) Sectionb5, V.T.1.C. Article 3.49-1, provides that the
article is "enacted in specific recognition” of certain
provisions of V.T.I.C. Article 21.23, revised as Subchapter D
The revised law omts the provision as unnecessary because
Subchapter D applies to a life insurance policy governed by this
subchapter wi thout a specific reference to Subchapter Din this
subchapter. The omtted | aw reads:

Sec. 5. . . . This Act is enacted in
specific recognition of the provisions of
Article 21.23 of the Texas | nsurance Code,
1951, that the interest of any beneficiary in
alife insurance policy is forfeited if the
beneficiary is the principal or an acconplice
in bringing about the death of the
i nsur ed.

(3) Section 5, V.T.I.C. Article 3.49-1, states that the
provisions of the article may not be "limted or restricted by
previ ous declarations or holdings" of the courts of this state
that define the terminsurable interest. Under accepted general
principles of statutory construction, declarations or hol dings of
a court that are nmade before a statute is enacted do not limt or
restrict the effect of the statute. Therefore, the revised | aw
omts the provision as unnecessary. The omtted | aw reads:

Sec. 5. . . . its provisions are not to
be limted or restricted by previous
decl arations or holdings of the Courts of
Texas defining the terminsurable interest.

Revi sed Law

Sec. 1103.053. I NSURABLE | NTEREST OF BENEFI CI ARY, OWNER,
TRANSFEREE, OR ASSI GNEE. (a) Except as provided by Subsection
(b), a beneficiary or owner of a life insurance policy who is
designated in accordance with this subchapter or an entity to
which a life insurance policy or an interest, benefit, right, or
titlein alife insurance policy is transferred or assigned in
accordance with this subchapter has an insurable interest in the
life of the individual who is insured under the policy.

(b) An individual, partnership, association, corporation,
or other legal entity that is directly or indirectly engaged in
t he business of burying the dead does not directly or indirectly
have an insurable interest in the life of an individual unless
the interest is established under other applicable statutory |aw




or under common law. (V.T.I.C Art. 3.49-1, Secs. 1 (part), 2

(part), 3 (part), 4.)
Source Law

Sec. 1. . . . with respect to any such policy or policies
any such beneficiary or owner so designated shall at all tines
thereafter have an insurable interest in the |ife of such person,
except as provided in Section 4 of this Act.

Sec. 2. . . . with respect to any such policy any such
beneficiary, transferee or assignee shall at all tines thereafter
have an insurable interest in the life of such person, except as
provided in Section 4 of this Act.

Sec. 3. . . . with respect to any such policy or policies
any such owner or beneficiary shall at all tines thereafter have
an insurable interest in the life of such person, except as
provided in Section 4 of this Act.

Sec. 4. Notwithstanding the provisions thereof, no person,
persons, partnership, association, corporation or other |egal
entity, or any conbination thereof, directly or indirectly
engaged in the business of burying the dead shall have or obtain,
directly or indirectly, any insurable interest in the life of any
person by virtue of Sections 1, 2, or 3 of this Act, or shall
have an insurable interest in the life of any person unless such
insurabl e interest be established under and by virtue of other
applicable statutory or common | aw.

Revi sor's Note

(1) Section 4, V.T.1.C. Article 3.49-1, restricts the
ability of a "person, persons, partnership, association,
corporation or other legal entity, or any conbination thereof"”
engaged in a certain business to have an insurable interest in
the Iife of a person. The revised law omts the reference to
"any conbi nation thereof” as unnecessary because if a prohibition
or power applies to one of the listed entities, it is clear from
the context of the article that the prohibition or power
continues to apply to that entity even in conbination with other
entities. Simlar changes have been made throughout the
subchapt er

(2) Section 4, V.T.I.C. Article 3.49-1, states that certain
entities may not "have or obtain" an insurable interest in the
life of a person under certain sections of the article. The
revised law omts the reference to "obtain" as unnecessary
because in the context of Article 3.49-1, the neaning of that
termis included within the nmeaning of "have."

Revi sed Law

Sec. 1103.054. DESI GNATI ON OF BENEFI CIl ARY OR OMNER | N

POLI CY APPLI CATI ON. An individual of |egal age may:
(1) apply for a policy insuring the individual's life;




and
(2) designate in witing in the application for the

policy any individual, partnership, association, corporation, or
ot her |l egal entity as:

(A) a beneficiary of the policy;

(B) an absolute or partial owner of the policy;
or

(© both a beneficiary and an absolute or parti al
owner of the policy. (V.T.1.C. Art. 3.49-1, Sec. 1 (part).)

Source Law

Art. 3.49-1
Sec. 1. Any person of |egal age may apply for insurance on
his life . . . and in such application designate in witing any

person, persons, partnership, association, corporation or other
| egal entity, or any conbination thereof, as the beneficiary or
beneficiaries, or the absolute or partial owner or owners, or
bot h beneficiary and owner, of any policy or policies issued in
connection wth such application; and .

Revi sed Law
Sec. 1103. 055. DESI GNATI ON OF BENEFI Cl ARY OF POLI CY
TRANSFER OR ASSI GNMVENT OF POLI CY OR | NTEREST. An i ndividual of
| egal age who is insured under a life insurance policy may in
witing:

(1) in a manner and to the extent permtted by the
policy, designate any individual, partnership, association,
corporation, or other legal entity as a beneficiary of the
policy; and

(2) in a manner and to the extent not prohibited by
the policy, transfer or assign to any entity described by
Subdi vi sion (1):

(A) the policy; or
(B) an interest, benefit, right, or title in the
policy. (V.T.1.C. Art. 3.49-1, Sec. 2 (part).)
Source Law

Sec. 2. Any person of |egal age whose life is insured under
any existing or future policy of insurance . . . my, in the
manner and to the extent permtted by the policy, designate in
witing as the beneficiary or beneficiaries thereof any person,
persons, partnership, association, corporation or other |egal
entity, or any conbination thereof, and in addition, in any
manner and to any extent not prohibited by the terns of the
policy, may transfer or assign in witing any such policy or any
interest, benefit, right or title therein to any person, persons,
partnership, association, corporation or other legal entity, or
any conbination thereof, and .



Revisor's Note

Section 2, V.T.1.C. Article 3.49-1, grants certain authority
to a person of |egal age whose life is insured under "any
exi sting or future" insurance policy. It is clear that the
| egi sl ature included the quoted | anguage to extend the
application of the section to a person of |egal age whose life is
i nsured under a policy issued before the effective date of the
section. The quoted | anguage, having acconplished its purpose on
the date the section became effective, is executed |aw.
Therefore, the revised aw omts the quoted | anguage as
unnecessary.

Revi sed Law
Sec. 1103.056. PURCHASE OF OR APPLI CATI ON FOR PQOLI CY BY
THI RD PARTY. An individual of legal age may in a single witten
docunent :

(1) ~consent to the purchase of or application for an
i ndi vidual or group life insurance policy by a third party; and
(2) designate or consent to the designation of any
i ndi vi dual , partnership, association, corporation, or other |egal
entity as:
(A) a beneficiary of the policy;
(B) an absolute or partial owner of the policy;
or
(© both a beneficiary and an absolute or parti al
owner of the policy. (V.T.1.C. Art. 3.49-1, Sec. 3 (part).)
Source Law

Sec. 3. Any person of |egal age may consent in witing to
t he purchase of or the application for an individual or group
i nsurance policy or policies . . . by athird party or parties
and in such witten docunent consent to or designate any person,
persons, partnership, association, corporation or other |egal
entity, or any conbination thereof, as the absolute or partial
owner or owners or beneficiary, or any conbination thereof, of
any policy or policies issued in connection with such consent or
desi gnati on; and .

[ Sections 1103.057-1103. 100 reserved for expansion]

SUBCHAPTER C. PAYMENT OF PROCEEDS
Revi sed Law
Sec. 1103.101. APPLICABILITY OF SUBCHAPTER. Thi s subchapter
applies only to a life insurance policy issued by a | egal reserve
life insurance conmpany. (V.T.1.C. Art. 3.48 (part).)
Source Law

Art. 3.48. [Wenever any person shall procure the issuance
of a policy of insurance on his or her life] in any |egal reserve



life insurance conpany .

Revi sor's Note

V.T.1.C. Article 3.48 provides that the article applies to
"policies nowin existence [and] . . . policies hereafter
witten." It is clear that the |l egislature included the
application provision to extend the application of the article to
policies issued before the effective date of the article. The
provi sion, having acconplished its purpose on the date the
article becane effective, is executed |law. Therefore, the
revised law omts the provision as unnecessary. The omtted |aw
reads:

Art. 3.48. . . . The provisions of
this article shall apply to all policies now
in existence as well as to all policies
hereafter witten.

Revi sed Law

Sec. 1103.102. PAYMENT TO DESI GNATED BENEFI CI ARY. (a)
Except as provided by Subsection (b), if an individual obtains a
policy insuring the individual's |ife, designates in witing a
beneficiary to receive the proceeds of the policy, and files the
witten designation with the conpany, the conpany shall pay the
proceeds that becone due on the death of the insured to the
desi gnat ed beneficiary.

(b) A conpany that issues a life insurance policy is not
required to pay the proceeds of the policy to a designated
beneficiary under Subsection (a) if the conpany receives notice
of an adverse claimto the proceeds froma person who has a bona
fide legal claimto all or part of the proceeds. (V.T.1.C
Art. 3.48 (part).)

Source Law

Art. 3.48. \Wenever any person shall procure the issuance

of a policy of insurance on his or her life . . . and designate
inwiting filed with the conpany the beneficiary to receive the
proceeds thereof, the company issuing such policy shall, in the

absence of the receipt by it of notice of an adverse claimto the
proceeds of the policy fromone having a bona fide legal claimto
such proceeds or a part thereof, pay such proceeds becom ng due
on the death of the insured to the person so designated as
beneficiary, and .

Revi sed Law
Sec. 1103.103. DI SCHARGE OF LIABILITY. In the absence of
noti ce under Section 1103.102(b) received by the conpany before
the date of paynent, a conpany that issues a life insurance
policy is discharged fromall liability under the policy if the




conpany pays the proceeds of the policy to a designated
beneficiary under Section 1103.102(a). (V.T.1.C. Art. 3.48

(part).)
Source Law

Art. 3.48. . . . [the conpany issuing such policy shall, in
t he absence of the receipt by it of notice of an adverse claimto
the proceeds of the policy . . . pay such proceeds becom ng due
on the death of the insured . . . and] such paynent so nade, in

t he absence of such notice received by the insurance conpany
prior to the date of the paynent of the proceeds, shall discharge
the conpany fromall liability under the policy.

Revi sed Law

Sec. 1103.104. |INTEREST ON PROCEEDS. (a) Interest on the
proceeds of a life insurance policy accrues fromthe date the
conpany that issues the policy receives due proof of loss until
the date the conpany accepts the claimand offers to pay.

(b) Interest that accrues under this section shall be paid
at the same tine that the proceeds of the policy are paid under
t hi s subchapter

(c) The interest rate under this section is the rate
provided in the policy or, if arate is not provided in the
policy, the rate at which interest accrues on proceeds that are
| eft on deposit with the conpany that issues the policy.
(V.T.1.C. Art. 3.48 (part).)

Source Law

Art. 3.48. . . . Interest shall accrue fromthe date due
proof of loss is received by the insurance conpany to the date
the insurer accepts the claimand offers to pay. Interest shal

be paid at the sane tine that proceeds fromthe policy are paid
under this article. The rate of interest shall be either the rate
so provided in the policy or, if there is no such provision in
the policy, the rate of interest on proceeds |eft on deposit with
the insurer.

[ Sections 1103. 105-1103. 150 reserved for expansion]

SUBCHAPTER D. FORFEI TURE OF BENEFI Cl ARY' S RI GHTS
Revi sed Law
Sec. 1103.151. FORFEITURE. A beneficiary of alife
i nsurance policy or contract forfeits the beneficiary's interest
in the policy or contract if the beneficiary is a principal or an
acconplice in wilfully bringing about the death of the insured.
(V.T.1.C Art. 21.23 (part).)




Source Law

Art. 21.23. The interest of a beneficiary in alife
i nsurance policy or contract heretofore or hereafter issued shal
be forfeited when the beneficiary is the principal or an
acconplice in willfully bringing about the death of the
i nsur ed.

Revi sor's Note

(1) V.T.1.C Article 21.23 refers to an insurance "policy
or contract.” The article subsequently refers to an insurance
"policy." For consistency, the revised lawrefers to an
i nsurance "policy or contract” throughout Subchapter D

(2) V.T.I.C Article 21.23 refers to the beneficiary of a
life insurance policy or contract "heretofore or hereafter
issued.” It is clear that the |legislature included the quoted
| anguage to extend the application of the article to the
beneficiary of a policy or contract issued before the effective
date of the article. The quoted | anguage, having acconplished
its purpose on the date the article becanme effective, is executed
law. Therefore, the revised |aw omts the quoted | anguage as
unnecessary.

Revi sed Law

Sec. 1103.152. PAYMENT OF PROCEEDS TO CONTI NGENT
BENEFI Cl ARY OR TO RELATI VE. (a) Except as provided by Subsection
(b), if a beneficiary of a life insurance policy or contract
forfeits an interest in the policy or contract under Section
1103. 151, a contingent beneficiary naned by the insured in the
policy or contract is entitled to receive the proceeds of the
policy or contract.

(b) A contingent beneficiary is not entitled to receive the
proceeds of a life insurance policy or contract if the contingent
beneficiary forfeits an interest in the policy or contract under
Section 1103. 151.

(c) If there is not a contingent beneficiary entitled to
receive the proceeds of a life insurance policy or contract under
Subsection (a), the nearest relative of the insured is entitled
to receive those proceeds. (V.T.I.C Art. 21.23 (part).)

Source Law

Art. 21.23. . . . Wen such is the case, a contingent
beneficiary nanmed by the insured in the policy shall receive the
i nsurance unl ess that contingent beneficiary was al so a princi pal
or an acconplice in willfully bringing about the death of the
insured. |If no contingent beneficiary is naned by the insured in
the policy or if all contingent beneficiaries named by the
insured in the policy were principals or acconplices in willfully
bringi ng about the death of the insured, the nearest relative of



the insured shall receive said insurance.
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CHAPTER 1104. LI FE | NSURANCE AND ANNUI TY CONTRACTS | SSUED
TO CERTAI N PERSONS
SUBCHAPTER A. LI FE | NSURANCE AND ANNUI TY CONTRACTS W TH
CERTAI N M NORS
Revi sed Law
Sec. 1104.001. APPLICABILITY OF SUBCHAPTER. This
subchapter applies only to a policy or contract issued by a stock
or nutual legal reserve life insurance conpany that:
(1) is licensed by the departnent to transact the
busi ness of life insurance in this state; and
(2) maintains the | egal reserve required by state | aw.
(V.T.1.C. Art. 3.49-2 (part).)
Source Law

Art. 3.49-2.
(a) This Act applies only to policies and contracts
i ssued by a stock or nutual |egal reserve |ife insurance conpany
that maintains the full |egal reserve required under the | aws of
this State, and that is licensed by the State Board of |nsurance
to transact the business of life insurance in this State.

Revi sor's Note
V.T.1.C. Article 3.49-2 refers to a conpany that is |icensed
by the "State Board of Insurance.” Chapter 685, Acts of the 73rd
Legi sl ature, Regul ar Session, 1993, abolished the State Board of




| nsurance and transferred its functions to the conm ssioner of
i nsurance and the Texas Departnent of Insurance. Chapter 31 of
this code defines "conm ssioner” and "departnent” for purposes of
this code and the other insurance |aws of this state to nmean the
conmi ssi oner of insurance and the Texas Departnent of Insurance,
respectively. The reference to the State Board of Insurance has
been changed appropriately.

Revi sed Law

Sec. 1104.002. CERTAI N TRANSACTI ONS EXEMPT. Thi s subchapter

does not apply to a transacti on between an insurance conpany and
a mnor described by Section 1104.003(a) that occurs after the
date the conpany receives at its home office or its principa
office in this state witten notice froma parent of the m nor
stating that a parent or the parents of the mnor elect that this
subchapter not apply to the mnor specifically nanmed in the
notice. (V.T.1.C. Art. 3.49-2 (part).)

Source Law

Art. 3.49-2.

(g) If notice in witing be furnished by the father or
not her of any such mnor to the insurance conpany at its hone
office or its principal office inthis State that they or either
of themelect that this Act shall not apply to their specified
m nor child, then the provisions of this Act shall not apply to
any transaction by or with any such specified mnor child
occurring subsequent to the recei pt of such noti ce.

Revi sed Law
Sec. 1104.003. AUTHORITY TO CONTRACT. (a) Subject to this
subchapter, a mnor 14 years of age or older who is without a
guardi an of the estate of the m nor may:
(1) contract for or otherwise acquire a life, term or
endowrent insurance policy or an annuity contract, including:
(A) applying for the policy or contract; and
(B) making agreenments with respect to the policy
or contract or a right, privilege, or benefit under the policy or
contract;

(2) exercise all rights and powers in regard to the
policy or contract in the sane manner as an adult; and
(3) surrender an interest in the policy or contract
and give a discharge for a benefit paid under the policy or
contract.
(b) An insurance policy acquired by a mnor under this
subchapt er nust:
(1) be owned by the mnor; and
(2) insure the life of:
(A the mnor;
(B) a spouse, child, parent, grandparent, or



sibling of the mnor; or
(C© another in whose life the m nor has an
i nsurabl e interest.

(c) A mnor who acquires an annuity contract under this
subchapter is the annuitant of the contract during the mnor's
life.

(d) A mnor who acquires an insurance policy or an annuity
contract under this subchapter, the estate of the mnor, or a
spouse, child, parent, grandparent, or sibling of the m nor nust
be the beneficiary of the policy or, in the case of an annuity
contract, of the death benefit of the contract. (V.T.1.C
Art. 3.49-2 (part).)

Source Law

Art. 3.49-2. A mnor not less than fourteen (14) years of
age and wi thout a guardian of his estate may, notw thstandi ng
such mnority, contract for or otherw se acquire policies of
life, termor endowrent insurance, or annuity contracts, or both,
and may exercise all rights and powers with respect to or under
such policies or contracts heretofore or hereafter issued as

t hough of full |egal age, and may surrender his interests therein
and give a valid discharge for any benefit or noney payable
t hereunder, and . . . subject, however, to the follow ng

conditions and limtations:

(b) The policies of insurance subject to this Act
shall be only those policies owned by the mnor and insuring the
life of the mnor, his father, nother, spouse, child, brother,
sister, grandfather, grandnother or a person in whose |life the
m nor may have an insurable interest.

(c) The mnor shall be the annuitant of any such
annuity contract during his life.

(d) The mnor, his estate, father, nother, spouse,
child, brother, sister, grandfather, or grandnother shall be the
beneficiary or beneficiaries of any such policies and of the
deat h benefit of any such annuity contracts.

(f) During the tinme in which any such mnor is not
| ess than fourteen (14) years of age his applications for such
policies and contracts and all agreenents with respect to sane,
or the rights, privileges, and benefits thereunder, nmay be nade
by the m nor and .

Revi sor's Note
V.T.1.C. Article 3.49-2 authorizes a mnor to "give a valid
di scharge for any benefit or noney payabl e" under an insurance
policy or annuity contract. The revised law omts "valid" as
unnecessary because the word does not add to the clear neaning of




the law. A statute would not authorize the giving of an invalid
or inproper discharge. The revised law omts the reference to
"money" because it is included in the nmeaning of "benefit."
Revi sed Law

Sec. 1104.004. WRI TTEN APPROVAL BY ADULT REQUI RED. An
application or agreenment nmade by a m nor under this subchapter
nmust be signed or approved in witing by:

(1) a parent, grandparent, or adult sibling of the

m nor; or
(2) if the mnor does not have a parent, grandparent,
or adult sibling, an adult eligible under the Texas Probate Code
to be appointed guardian of the estate of the mnor. (V.T.I.C
Art. 3.49-2 (part).)
Source Law

Art. 3.49-2.

(f) . . . shall also be signed or approved in witing
by either his father, nother, grandfather, grandnother or adult
brother or sister, or if there be none of the foregoing, then by
an adult person eligible under the Texas Probate Code to be
appoi nted guardi an of the estate of such m nor.

Revi sed Law
Sec. 1104.005. RESCI SSI ON BECAUSE OF M NORI TY PRCHI BI TED. A

m nor who acquires a policy or contract under this subchapter may
not by reason of mnority rescind, avoid, or repudiate:

(1) the policy or contract; or

(2) the exercise of a right or privilege, or the
recei pt of any benefit, under the policy or contract. (V.T.I.C
Art. 3.49-2 (part).)

Source Law

Art. 3.49-2. . . . such mnor shall not, by reason of his
mnority, be entitled to rescind, avoid or repudi ate the
contract, or the exercise of any right or privilege or the
recei pt of any benefit or paynent thereunder

Revi sed Law
Sec. 1104.006. EFFECT ON POLI CY OR CONTRACT. This
subchapter does not nodify any provision in a policy or contract.
(V.T.1.C. Art. 3.49-2 (part).)
Source Law

Art. 3.49-2.
(e) Nothing contained in this Act shall be deened to
alter, amend or nodify any provision of any policy or contract.



Revi sor's Note

V.T.1.C. Article 3.49-2 provides that the article does not
"alter, amend or nodify" a policy or contract. The references to
"alter"” and "amend" are omtted fromthe revised | aw because
those ternms are included in the neaning of "nodify."

[ Sections 1104.007-1104. 020 reserved for expansion]
SUBCHAPTER B. TRUSTEE NAMED AS BENEFI Cl ARY OF
LI FE | NSURANCE POLI CY
Revi sed Law

Sec. 1104.021. TRUSTEE NAMED AS BENEFI Cl ARY I N POLI CY. (a)
An individual may make a trust agreenent providing that the
proceeds of a life insurance policy insuring the individual be
made payable to a trustee nanmed as beneficiary in the policy. The
validity of a trust agreenent or declaration of trust that
designates a beneficiary of a life insurance policy is not
af fected by whether any corpus of the trust exists in addition to
the right of the trustee to receive insurance proceeds.

(b) VLife insurance policy proceeds described by Subsection
(a) shall be paid to the trustee. The trustee shall hold and
di spose of the proceeds as provided by the trust agreenent.
(V.T.1.C. Art. 3.49-3, Sec. 1, as added Acts 60th Leg., R S., Ch.
701.)

Source Law

Art. 3.49-3.

Sec. 1. Life insurance may be nmade payable to a trustee to
be naned as beneficiary in the policy and the proceeds of such
i nsurance shall be paid to such trustee and be held and di sposed
of by the trustee as provided in a trust agreenent nmade by the
insured during his lifetinme. It shall not be necessary to the
validity of any such trust agreenment or declaration of trust that
it have a trust corpus other than the right of the trustee to
recei ve such insurance proceeds as beneficiary.

Revi sed Law

Sec. 1104.022. TRUSTEE NAMED AS BENEFI CI ARY IN WLL. (a) A
life insurance policy may provide that the beneficiary of the
policy be a trustee designated by will in accordance with the
policy provisions and the requirenents of the insurance conpany.

(b) Except as provided by Subsection (c), on probate of a
wi || described by Subsection (a), the life insurance policy
proceeds shall be paid to the trustee. The trustee shall hold
and di spose of the proceeds as provided under the terns of the
will as the will existed on the date of the testator's death and
in the sane manner as other testamentary trusts are adm ni stered.

(c) Except as otherw se provided by agreenent with the
i nsurance conpany during the life of the insured, the insurance
conpany shall pay the life insurance policy proceeds to the




executors, admnistrators, or assigns of the insured if, during
the 18-nmonth period beginning on the first day after the date of
the insured' s death

(1) a qualified trustee does not nmake to the insurance
conpany a claimto the proceeds; or

(2) the insurance conpany is provided satisfactory
evi dence show ng that there is or will be no trustee to receive
the proceeds. (V.T.1.C Art. 3.49-3, Sec. 2, as added Acts 60th
Leg., RS, Ch. 701.)

Source Law

Sec. 2. A policy of life insurance may designate as
beneficiary a trustee or trustees naned by will, if the
designation is made in accordance with the provisions of the
policy and the requirenments of the insurance conmpany. Upon
probate of the will the proceeds of such insurance shall be
payable to the trustee or trustees to be held and di sposed of
under the ternms of the will as they exist as of the date of the
death of the testator and in the same manner as other
testamentary trusts are adm nistered; but if no qualified trustee
makes claimto the proceeds fromthe insurance conpany wthin
ei ghteen nonths after the death of the insured, or if
sati sfactory evidence is furnished to the insurance conpany
Wi thin such eighteen nonth period showing that there is or wll
be no trustee to receive the proceeds, paynent shall be made by
the insurance conpany to the executors, admnistrators or assigns
of the insured, unless otherw se provided by agreenent with the
i nsurance conpany during the lifetime of the insured.

Revi sed Law
Sec. 1104.023. DEBTS; | NHERI TANCE TAX. Life insurance

policy proceeds received by a trustee under this subchapter are
not subject to debts of the insured or to inheritance tax to any
greater extent than if the proceeds were payable to a beneficiary
ot her than the executor or adm nistrator of the insured s estate.
(V.T.1.C Art. 3.49-3, Sec. 3, as added Acts 60th Leg., RS., Ch.
701.)

Source Law

Sec. 3. The proceeds of the insurance as received by the
trustee or trustees shall not be subject to debts of the insured
nor to inheritance tax to any greater extent than if such
proceeds were payable to beneficiaries other than the executor or
adm ni strator of the estate of the insured.

Revi sed Law
Sec. 1104.024. COWM NGLI NG Life insurance policy proceeds
received by a trustee under this subchapter may be comm ngl ed




with any other assets properly comng into the trust. (V.T.1.C
Art. 3.49-3, Sec. 4, as added Acts 60th Leg., R S., Ch. 701.)
Source Law

Sec. 4. Such insurance proceeds so held in trust may be
comm ngled with any other assets which may properly cone into
such trust.

Revi sed Law
Sec. 1104.025. CERTAI N PRI OR BENEFI Cl ARY DESI GNATI ONS NOT
AFFECTED. Thi s subchapter does not affect the validity of a life
i nsurance policy beneficiary designation made before July 1,
1967, that nanes as beneficiary a trustee of a trust established
by will. (V.T.1.C. Art. 3.49-3, Sec. 5, as added Acts 60th Leg.
R'S., Ch. 701.)

Source Law

Sec. 5. Nothing in this Act shall affect the validity of
any life insurance policy beneficiary designation heretofore nmade
nam ng trustees of trusts established by wll.

Revi sor's Note
Section 5, V.T.I.C. Article 3.49-3, as added by Chapter 701,
Acts of the 60th Legislature, Regul ar Session, 1967, refers to a
designation "heretofore made." The effective date of that act,
whi ch added Article 3.49-3 to the Insurance Code, was July 1,
1967, and the revised law is drafted accordingly.
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CHAPTER 1105. STANDARD NONFORFEI TURE LAW FOR
LI FE 1 NSURANCE
SUBCHAPTER A. CGENERAL PROVI SI ONS
Revi sed Law
Sec. 1105.001. SHORT TITLE. This chapter may be cited as

t he Standard Nonforfeiture Law for Life Insurance. (V.T.I.C
Art. 3.44a, Sec. 1.)

Source Law

Art. 3.44a
Sec. 1. This Article shall be known as the Standard
Non-forfeiture Law for Life |nsurance.

Revi sed Law
Sec. 1105.002. APPLICABILITY OF CHAPTER (a) This chapter
applies to a policy issued by a conpany on or after January 1,
1974.

(b) This chapter also applies to a policy issued by a

conpany after a date specified in a witten noti ce:

(1) that was filed by the conpany with the State Board
of Insurance after August 23, 1963, but before January 1, 1974;
and

(2) under which the conpany filing the notice el ected
to conply before January 1, 1974, with the |law codified by this
chapter. (V.T.1.C Art. 3.44a, Sec. 13.)

Source Law

Sec. 13. After the effective date of this Article, any
conpany may file with the State Board of Insurance a witten
notice of its election to conply with the provisions of this
Article after a specified date before January 1, 1974. After the
filing of such notice, then upon such specified date (which shal
be the operative date for such conpany), this Article shall
beconme operative with respect to the policies thereafter issued
by such conpany. |If a conpany nakes no such el ection, the
operative date of this Article for such conmpany shall be January
1, 1974.



Revi sor's Note
Section 13, V.T.1.C. Article 3.44a, refers to "the effective
date of this Article.” The revised | aw substitutes August 23,
1963, the effective date of Article 3.44a, for the quoted
| anguage.

Revi sed Law
Sec. 1105.003. EXEMPTIONS. (a) This chapter does not apply

to:

(1) reinsurance;

(2) group insurance;

(3) pure endowrent;

(4) an annuity or reversionary annuity contract;

(5) a termpolicy of uniform anount that:

(A) does not provide guaranteed nonforfeiture or
endownent benefits or renewal of the policy;

(B) has a termof 20 years or less that expires
before the insured reaches 71 years of age; and

(© has uniformprem uns that are payable during
the entire termof the policy;

(6) a termpolicy of decreasing anmount:

(A) that does not provide guaranteed
nonforfeiture or endowrent benefits; and
(B) on which each adjusted premium conputed as
speci fied by Subchapter B or D, is less than the adjusted prem um
conputed in that manner for a termpolicy of uniformanount, or a
renewal of a termpolicy of uniformanount, that:
(i) does not provide guaranteed
nonforfeiture or endowrent benefits;
(ii) 1s issued at the sane age and for the
same initial anmount of insurance;
(iiti) has a termof 20 years or |less and
expires before the insured reaches 71 years of age; and
(iv) has uniformprem uns that are payable
during the entire termof the policy;

(7) a policy:

(A) that does not provide guaranteed
nonforfeiture or endowrent benefits; and

(B) for which no cash surrender value, if any, or
present val ue of any paid-up nonforfeiture benefit, at the
begi nning of any policy year, conputed as specified by Section
1105. 007, 1105.008, 1105.009, Subchapter B, or Subchapter D,
exceeds 2-1/2 percent of the anmpbunt of insurance at the begi nning
of the same policy year;

(8) a policy delivered outside this state through an
agent or other representative of the conpany that issued the
policy; or

(9) a policy that:

(A) does not provide for cash val ues or



nonforfeiture values; and
(B) neets the requirenents of Section 884.403(b).
(b) For purposes of determning the applicability of this
chapter, the age at expiry of a joint termlife insurance policy
is the age at expiry of the oldest insured life on that date.
(V.T.1.C. Art. 3.44a, Sec. 12.)
Source Law

Sec. 12. This Article shall not apply to any of the
f ol | owi ng:

(a) reinsurance,

(b) group insurance,

(c) pure endowrent,

(d) annuity or reversionary annuity contract,

(e) termpolicy of uniform anount, which provides no
guaranteed nonforfeiture or endowrent benefits, or renewal
thereof, of twenty years or |ess expiring before age seventy-one,
for which uniformprem uns are payable during the entire term of
t he policy,

(f) termpolicy of decreasing anmount, which provides
no guar anteed nonforfeiture or endowent benefits, on which each
adjusted premum calculated as specified in Sections 5, 6, 7,
and 8, is less than the adjusted prem umso calculated, on a term
policy of uniformamount, or renewal thereof, which provides no
guaranteed nonforfeiture or endowrent benefits, issued at the
same age and for the sane initial amount of insurance and for a
termof twenty years or |ess expiring before age seventy-one, for
whi ch uniform prem uns are payable during the entire termof the
policy,

(g) policy, which provides no guaranteed nonforfeiture
or endownrent benefits, for which no cash surrender value, if any,
or present value of any paid-up nonforfeiture benefit, at the
begi nni ng of any policy year, calculated as specified in Sections
3, 4, 5 6, 7, and 8 exceeds two and one-half per cent (2 1/2%
of the ampbunt of insurance at the beginning of the sane policy
year,

(h) policy which shall be delivered outside this state
t hrough an agent or other representative of the conpany issuing
the policy, nor to any

(1) policy issued not providing for cash val ues or
nonforfeiture values neeting the requirenents of Subsection (b),
Section 1, Article 22.23A, Insurance Code.

For purposes of determning the applicability of this
Article, the age at expiry for a joint termlife insurance policy
shall be the age at expiry of the oldest life.

Revi sed Law
Sec. 1105. 004. REQUI RED NONFORFEI TURE PROVI SIONS. (a) A




life insurance policy delivered or issued for delivery in this
state nust contain in substance the provisions prescribed by
Subsections (b), (c), and (d) or correspondi ng provisions that:

(1) in the opinion of the departnment, are at |east as
favorable to the defaulting or surrendering policyhol der; and

(2) essentially conply with Section 1105.012.

(b) Alife insurance policy nust provide that if there is
a default in the paynent of a prem umthe conpany, on proper
request not later than the 60th day after the due date of the
premumthat is in default, will grant a paid-up nonforfeiture
benefit on a plan stipulated in the policy, effective as of that
due date, in the amobunt specified by this chapter. A conpany nmay
substitute for the paid-up nonforfeiture benefit required by this
subsection an actuarially equival ent alternative paid-up
nonforfeiture benefit that provides a greater anount or |onger
period of death benefits or, if applicable, a greater anount or
earlier paynent of endowrent benefits. To elect an alternative
pai d-up nonforfeiture benefit under this subsection, the person
entitled to nake the el ection nust submt a proper request not
|ater than the 60th day after the due date of the premiumthat is
in default.

(c) Alife insurance policy nust:

(1) provide that on surrender of the policy not |ater
than the 60th day after the due date of a prem um paynent that is
in default the conmpany will pay, in lieu of a paid-up
nonforfeiture benefit, a cash surrender value in the anount
specified by this chapter if the prem uns have been paid for at
| east :

(A) three full years for a policy of ordinary
i nsurance; or

(B) five full years for a policy of industrial
I nsur ance;

(2) provide that a specified paid-up nonforfeiture
benefit is effective as specified by the policy unless the person
entitled to make the el ection el ects another avail able option not
| ater than the 60th day after the due date of a prem um paynent
that is in default; and

(3) provide that on surrender of the policy not |ater
than the 30th day after any policy anniversary the conpany wl |
pay a cash surrender value in the anount specified by this
chapter if:

(A) the policy has beconme paid up by conpletion
of all prem um paynents; or
(B) the policy is continued under a paid-up
nonforfeiture benefit that becane effective on or after:
(i) the third policy anniversary for a
policy of ordinary insurance; or
(ii) the fifth policy anniversary for a



policy of industrial insurance.

(d) A life insurance policy nust contain:

(1) subject to Subsection (e), a statement of:

(A) the nortality table, interest rate, and
met hod used to conpute the cash surrender val ues and the paid-up
nonforfeiture benefits avail able under the policy, if the policy:
(1) causes, on a basis guaranteed by the
pol i cy, unschedul ed changes in benefits or prem uns; or
(ii) provides an option for changes in
benefits or prem uns other than a change to a new policy; or
(B) the nortality table and interest rate used to
conpute the cash surrender values and the paid-up nonforfeiture
benefits avail able under the policy, with a table show ng the
cash surrender value, if any, and paid-up nonforfeiture benefit,
if any, available under the policy on each policy anniversary
during the first 20 policy years or the termof the policy,
whi chever is shorter, if the policy is a policy other than one
descri bed by Paragraph (A) (i) or (ii);

(2) a statement that the cash surrender val ues and the
pai d-up nonforfeiture benefits avail able under the policy are not
| ess than the m ni num val ues and benefits required by the
i nsurance laws of this state;

(3) an explanation of the manner in which the cash
surrender values and the paid-up nonforfeiture benefits are
altered by the existence of any paid-up additions credited to the
policy or any indebtedness to the conpany on the policy and, if a
detail ed statenent of the nmethod used to conpute the val ues and
benefits shown in the policy is not stated in the policy, a
statenment that the nethod of conputation has been filed with the
departnent; and

(4) a statenent of the method to be used to conpute
t he cash surrender value and paid-up nonforfeiture benefit
avai |l abl e under the policy on any policy anniversary after the
| ast anniversary for which those values and benefits are
consecutively shown in the policy.

(e) The values and benefits described by Subsection
(d)(1)(B) nmust be conputed on the assunption that:

(1) there are no dividends or paid-up additions
credited to the policy; and

(2) there is no indebtedness to the conpany on the
policy.

(f) A provision prescribed by Subsection (b), (c), or (d)
or a portion of a provision that does not apply because of the
pl an of insurance may, to the extent inapplicable, be omtted
fromthe policy.

(g) A conpany shall reserve the right to defer paynent of
any cash surrender value for a period of six nonths after demand
for paynment of the cash surrender val ue and surrender of the



policy. (V.T.1.C. Art. 3.44a, Sec. 2.)
Source Law

Sec. 2. In the case of policies issued on and after the
operative date of this Article (as defined in Section 13), no
policy of life insurance, except as stated in Section 12, shal
be delivered or issued for delivery in this state unless it shal
contain in substance the foll ow ng provisions, or corresponding
provi sions which in the opinion of the State Board of |nsurance
are at |least as favorable to the defaulting or surrendering
pol i cyhol der as are the mninmumrequirenents hereinafter
specified, and are essentially in conpliance with Section 11 of
this | aw

(1) That, in the event of default in any prem um
paynent, the conpany will grant, upon proper request not |ater
than sixty (60) days after the due date of the premiumin
default, a paid-up nonforfeiture benefit on a plan stipulated in
the policy, effective as of such due date, of such anobunt as may
be hereinafter specified. 1In lieu of such stipulated paid-up
nonforfeiture benefit, the conpany may substitute, upon proper
request not later than 60 days after the due date of the prem um
in default, an actuarially equivalent alternative paid-up
nonforfeiture benefit which provides a greater amount or | onger
period of death benefits or, if applicable, a greater anount or
earlier paynment of endowrent benefits.

(2) That, upon surrender of the policy within sixty
(60) days after the due date of any prem um paynent in default
after prem uns have been paid for at |east three (3) full years
in the case of ordinary insurance or five (5) full years in the
case of industrial insurance, the conpany will pay, in |lieu of
any paid-up nonforfeiture benefit, a cash surrender val ue of such
anount as may be hereinafter specified.

(3) That a specified paid-up nonforfeiture benefit
shall becone effective as specified in the policy unless the
person entitled to make such el ection el ects another avail abl e
option not later than sixty (60) days after the due date of the
prem umin default.

(4) That, if the policy shall have becone pai d-up by
conpletion of all prem um paynents or if it is continued under
any paid-up nonforfeiture benefit which becanme effective on or
after the third policy anniversary in the case of ordinary
insurance or the fifth policy anniversary in the case of
i ndustrial insurance, the conpany will pay, upon surrender of the
policy within thirty (30) days after any policy anniversary, a
cash surrender value of such anmpbunt as may be hereinafter
speci fi ed.

(5) In the case of policies which cause on a basis
guaranteed in the policy unschedul ed changes in benefits or



prem unms, or which provide an option for changes in benefits or
prem uns other than a change to a new policy, a statenent of the
nortality table, interest rate, and nethod used in cal cul ating
cash surrender values and the paid-up nonforfeiture benefits
avai l abl e under the policy. 1In the case of all other policies, a
statenment of the nortality table and interest rate used in

cal cul ating the cash surrender val ues and the paid-up
nonforfeiture benefits avail able under the policy, together with
a table showi ng the cash surrender value, if any, and paid-up
nonforfeiture benefit, if any, available under the policy on each
policy anniversary either during the first twenty (20) policy
years or during the termof the policy, whichever is shorter,
such val ues and benefits to be cal cul ated upon the assunption
that there are no dividends or paid-up additions credited to the
policy and that there is no indebtedness to the conmpany on the
policy.

(6) A statenent that the cash surrender values and the
pai d-up nonforfeiture benefits avail able under the policy are not
| ess than the m ni num val ues and benefits required by or pursuant
to the insurance |aw of the state in which the policy is
delivered; an explanation of the manner in which the cash
surrender values and the paid-up nonforfeiture benefits are
altered by the existence of any paid-up additions credited to the
policy or any indebtedness to the conpany on the policy; if a
detail ed statenent of the nmethod of conputation of the val ues and
benefits shown in the policy is not stated therein, a statenent
that such nethod of conputation has been filed with the insurance
supervisory official of the State in which the policy is
delivered; and a statenent of the nethod to be used in
cal cul ating the cash surrender val ue and paid-up nonforfeiture
benefit avail able under the policy on any policy anniversary
beyond the | ast anniversary for which such values and benefits
are consecutively shown in the policy.

Any of the foregoing provisions or portions thereof not
applicabl e by reason of the plan of insurance may, to the extent
i nappl i cable, be omtted fromthe policy.

The conpany shall reserve the right to defer the paynent of
any cash surrender value for a period of six (6) nonths after
demand therefor with surrender of the policy.

Revi sor's Note

(1) Section 2, V.T.1.C. Article 3.44a, provides that
certain provisions nmust be included in insurance policies issued
"on and after the operative date of this Article (as defined in
Section 13)." Section 13 is revised as Section 1105.002, which
omts the reference to "the operative date" of the | aw and
substitutes a clear statenment of the law s applicability to
certain life insurance policies. Accordingly, the revised |aw




omts the quoted | anguage as unnecessary.

(2) Section 2, V.T.I.C. Article 3.44a, refers to the State
Board of Insurance. Chapter 685, Acts of the 73rd Legislature,
Regul ar Session, 1993, abolished the board and transferred its
functions to the comm ssioner of insurance and the Texas
Department of Insurance. Chapter 31 of this code defines
"conmi ssioner” and "departnment” for purposes of this code and the
ot her insurance laws of this state to nmean the comm ssi oner of
i nsurance and the Texas Departnent of Insurance, respectively.
Thr oughout this chapter, references to the State of Board of
| nsurance have been changed appropriately.

(3) Section 2(6), V.T.I.C. Article 3.44a, requires a life
i nsurance policy to state that "the cash surrender values and the
pai d-up nonforfeiture benefits avail able under the policy are not
| ess than the m ni num val ues and benefits required by or pursuant
to the insurance |aw of the state in which the policy is
delivered." The revised |aw substitutes "this state" for "the
state in which the policy is delivered" because Section 2,
V.T.1.C. Article 3.44a, applies only to a life insurance policy
"delivered or issued for delivery in this state.”

(4) Section 2(6), V.T.I.C Article 3.44a, requires certain
life insurance policies to include a statenment that the method of
conputing val ues and benefits shown in the policy has been filed
with "the insurance supervisory official of the State in which
the policy is delivered.”" The revised |aw substitutes
"departnment,” neaning the departnent of insurance, for the quoted
| anguage because Section 2, V.T.I.C Article 3.44a, applies only
to alife insurance policy "delivered or issued for delivery in
this state.”

Revi sed Law

Sec. 1105.005. COVPUTATI ON OF ADJUSTED PREM UMS AND PRESENT
VALUES; MORTALI TY TABLES AND | NTEREST RATES. (a) Except as
provi ded by Subsection (b) or (e) or Section 1105.055, 1105.152,
or 1105.153, an adjusted prem um or present val ue determ ned
under this chapter nust be conputed on the basis of:

(1) the Conm ssioners 1941 Standard Ordinary Mrtality
Table for a policy of ordinary insurance; and

(2) the Conm ssioners 1941 Standard I ndustri al
Mortality Table for a policy of industrial insurance.

(b) For a category of ordinary insurance issued to insure a
femal e risk, an adjusted prem um or present value may be conputed
according to an age not nore than three years younger than the
actual age of the insured.

(c) Al conputations nust be nmade using the rate of
interest, not to exceed 3-1/2 percent a year, specified by the
policy for conmputing cash surrender val ues and pai d-up
nonforfeiture benefits.

(d) In the conputation of the present value of any paid-up




terminsurance with acconpanyi ng pure endowent, if any, offered
as a nonforfeiture benefit, the rates of nortality assunmed may be
not nore than 130 percent of the rates shown in the applicable
nortality table.

(e) Subject to approval by the departnent, a conpany may
specify a nortality table other than the applicable table
required by this section for use in conputing an adjusted prem um
or present value for insurance issued on a substandard basis.
(V.T.1.C. Art. 3.44a, Sec. 5(d).)

Source Law

(d) Except as otherw se provided in Sections 6 and 7, al
adj usted prem uns and present values referred to in this Article
shall for all policies of ordinary insurance be calculated on the
basis of the Conmm ssioners 1941 Standard Ordinary Mrtality
Tabl e, provided that for any category of ordinary insurance
i ssued on femal e risks, adjusted prem uns and present val ues may
be cal cul ated according to an age not nore than three years
younger than the actual age of the insured and such cal cul ati ons
for all policies of industrial insurance shall be made on the
basis of the 1941 Standard Industrial Mrtality Table. Al
cal cul ations shall be made on the basis of the rate of interest,
not exceeding three and one-half per cent (3 1/2% per annum
specified in the policy for cal culating cash surrender val ues and
pai d-up nonforfeiture benefits. Provided, however, that in
cal culating the present value of any paid-up terminsurance with
acconpanyi ng pure endownent, if any, offered as a nonforfeiture
benefit, the rates of nortality assunmed nmay be not nore than one
hundred and thirty per cent (130% of the rates of nortality
according to such applicable table. Provided, further, that for
i nsurance issued on a substandard basis, the cal culation of any
such adjusted prem uns and present val ues may be based on such
other table of nortality as may be specified by the conpany and
approved by the State Board of Insurance.

Revi sor's Note

Section 5(d), V.T.1.C. Article 3.44a, states that al
adj usted prem uns and present values under Article 3.44a nust be
conputed using the nortality tables specified in Section 5(d)
"[e] xcept as otherwi se provided in Sections 6 and 7." Sections 6
and 7 are revised as Sections 1105.152 and 1105. 153,
respectively. However, for certain policies, Section 8(e),
V.T.1.C. Article 3.44a, revised as Section 1105. 055, prescribes a
nortality table different than the ones specified in Section
5(d). Accordingly, the revised |law includes a reference to
Section 1105. 055.

Revi sed Law
Sec. 1105.006. DETERM NATI ON OF RATED AGE. For purposes of




this chapter, the date a policy is issued is the date as of which
the rated age of the insured is determned. (V.T.I.C
Art. 3.44a, Secs. 5(a) (part), 8(a) (part).)

Source Law

Sec. 5. (a) . . . The date of issue of a policy for the
purpose of this Section shall be the date as of which the rated
age of the insured is determ ned.

Sec. 8. (a) . . . The date of issue of a policy for the
purpose of this section shall be the date as of which the rated
age of the insured is determ ned.

Revi sed Law
Sec. 1105.007. COVPUTATI ON OF CASH SURRENDER VALUE

FOLLOW NG DEFAULT. (a) Any cash surrender val ue avail abl e under
a policy on a default in paynent of a prem um due on a policy
anni versary, regardless of whether required by Section 1105. 004,
nmust be an amobunt not |ess than the anount, if any, by which the
present value, on the policy anniversary, of the future
guar anteed benefits that woul d have been avail abl e under the
policy, including any existing paid-up additions, had there not
been a default exceeds the sum of:

(1) the then present value of the adjusted prem uns as
det erm ned under Subchapter B or D that correspond to prem uns
t hat woul d have becone due on and after the policy anniversary;
and

(2) the amount of any indebtedness to the conpany on
t he policy.

(b) Subsection (a) does not require a cash surrender val ue
greater than the reserve for the policy conputed as provided by
Article 3.28.

(c) For a policy to which Subchapter B applies and that by
rider or supplenental policy provision provides supplenental life
i nsurance or annuity benefits at the option of the insured and
for an identifiable additional prem um the cash surrender val ue
conput ed under Subsection (a) mnust be an anobunt not |ess than
t he sum of

(1) the cash surrender val ue as conputed under
Subsection (a) for an otherwise simlar policy issued at the sane
age without the rider or supplenental policy provision; and

(2) the cash surrender val ue as conputed under
Subsection (a) for a policy that provides only the benefits
provi ded by the rider or supplenmental policy provision.

(d) For a famly policy to which Subchapter B applies and
that defines a primary insured and provides terminsurance on the
life of the spouse of the primary insured that expires before the
spouse reaches 71 years of age, the cash surrender val ue as



conput ed under Subsection (a) mnust be an anobunt not |ess than
t he sum of

(1) the cash surrender val ue as conputed under
Subsection (a) for an otherwise simlar policy issued at the sane
age that does not provide the terminsurance on the life of the
spouse; and

(2) the cash surrender val ue as conputed under
Subsection (a) for a policy that provides only the benefits
provided by the terminsurance on the life of the spouse.
(V.T.1.C. Art. 3.44a, Sec. 3 (part).)

Source Law

Sec. 3. Any cash surrender val ue avail abl e under the policy
in the event of default in a prem um paynent due on any policy
anni versary, whether or not required by Section 2, shall be an
amount not |ess than the excess, if any, of the present value, on
such anni versary, of the future guaranteed benefits which would
have been provided for by the policy, including any existing
pai d-up additions, if there had been no default, over the sum of
(a) the then present value of the adjusted prem uns as defined in
Sections 5, 6, 7, and 8, corresponding to prem uns whi ch woul d
have fallen due on and after such anniversary, and (b) the anount
of any indebtedness to the conpany on the policy. The preceding
sentence shall not require any cash surrender value greater than
the reserve for the policy calculated as provided by Article
3. 28.

Provi ded, however, that for any policy issued on or after
the operative date of Section 8 as defined therein, which
provi des supplenental life insurance or annuity benefits at the
option of the insured and for an identifiable additional prem um
by rider or supplenental policy provision, the cash surrender
value referred to in the first paragraph of this Section shall be
an anount not |ess than the sum of the cash surrender val ue as
defined in such paragraph for an otherwi se simlar policy issued
at the same age wi thout such rider or supplenental policy
provi sion and the cash surrender value as defined in such
par agraph for a policy which provides only the benefits otherw se
provi ded by such rider or supplenental policy provision.

Provided, further, that for any famly policy issued on or
after the operative date of Section 8 as defined therein, which
defines a primary insured and provides terminsurance on the life
of the spouse of the primary insured expiring before the spouse's
age seventy-one (71), the cash surrender value referred to in the
first paragraph of this Section shall be an anpbunt not |ess than
t he sum of the cash surrender value as defined in such paragraph
for an otherwise simlar policy issued at the sane age w thout
such terminsurance on the life of the spouse and the cash
surrender value as defined in such paragraph for a policy which



provides only the benefits otherw se provided by such term
insurance on the life of the spouse.

Revi sor's Note

Section 3, V.T.I.C. Article 3.44a, refers to insurance
policies "issued on or after the operative date of Section 8 as
defined therein." Section 8 is revised as Subchapter B, which
omts the reference to "the operative date" of the | aw and
substitutes a clear statement of the law s applicability to
certain life insurance policies. Accordingly, the revised |aw
substitutes a reference to "a policy to which Subchapter B
applies"” for "a policy issued on or after the operative date of
Section 8."

Revi sed Law

Sec. 1105.008. COWUTATI ON OF CASH SURRENDER VALUE ON
SURRENDER FOLLOW NG POLI CY ANNI VERSARY. Any cash surrender val ue
avai l able not later than the 30th day after the date of a policy
anni versary under a policy paid up by conpletion of all prem um
paynents or a policy continued under any paid-up nonforfeiture
benefit, regardl ess of whether required by Section 1105. 004, nust
be an anount not |ess than the present value, on the policy
anni versary, of the future guaranteed benefits avail abl e under
the policy, including any existing paid-up additions, |ess any
i ndebt edness to the conpany on the policy. (V.T.1.C Art. 3.44a,
Sec. 3 (part).)

Source Law

Sec. 3.

Any cash surrender value available within thirty (30) days
after any policy anniversary under any policy paid-up by
conpletion of all prem um paynents or any policy continued under
any paid-up nonforfeiture benefit, whether or not required by
Section 2, shall be an anount not |ess than the present val ue, on
such anni versary, of the future guaranteed benefits provided for
by the policy, including any existing paid-up additions,
decreased by any indebtedness to the conpany on the policy.

Revi sed Law
Sec. 1105.009. COVPUTATI ON OF PAI D- UP NONFORFEI TURE

BENEFI TS. Any pai d-up nonforfeiture benefit avail able under the
policy on default in the paynent of a prem um due on a policy
anni versary nust be such that its present value as of the policy
anniversary is at |east equal to:

(1) the cash surrender value then avail abl e under the
policy; or

(2) if a cash surrender value is not avail abl e under
the policy, the cash surrender value that woul d have been




required by this chapter in the absence of the condition that
prem unms nust have been paid for at |east a specified period.
(V.T.1.C. Art. 3.44a, Sec. 4.)

Source Law

Sec. 4. Any paid-up nonforfeiture benefit avail abl e under
the policy in the event of default in a prem um paynent due on
any policy anniversary shall be such that its present val ue as of
such anni versary shall be at |east equal to the cash surrender
val ue then provided for by the policy or, if none is provided
for, that cash surrender val ue which would have been required by
this Article in the absence of the condition that prem uns shal
have been paid for at |east a specified period.

Revi sed Law

Sec. 1105.010. PRORATI ON OF VALUES; NET VALUE OF PAI D- UP
ADDI TIONS. (a) Any cash surrender value and any paid-up
nonforfeiture benefit avail able under a policy on default in the
paynent of a prem umdue at any tinme other than on the policy
anni versary nust be conputed with all owance for the | apse of tine
and the paynent of fractional premuns after the preceding policy
anni versary, except that a cash surrender value or nonforfeiture
benefit is not required unless the cash surrender val ue or
nonforfeiture benefit was required on the preceding policy
anni versary.

(b) A value determ ned under Sections 1105.005-1105. 009,
Subchapter B, or Subchapter D may be conputed on the assunption
that any death benefit is payable at the end of the policy year
of death

(c) The net value of any paid-up additions, other than
pai d-up term additions, may not be | ess than the anmounts used to
provi de those additions. (V.T.1.C. Art. 3.44a, Sec. 10 (part).)

Source Law

Sec. 10. Any cash surrender value and any pai d-up
nonforfeiture benefit, avail able under the policy in the event of
default in a prem um paynent due at any tinme other than on the
policy anniversary, shall be calculated with allowance for the
| apse of time and the paynent of fractional prem uns beyond the
| ast preceding policy anniversary; provided, however, such cash
surrender value or nonforfeiture benefit shall not be required
unl ess such cash surrender value or nonforfeiture benefit was
required on the preceding policy anniversary. Al values
referred to in Sections 3, 4, 5, 6, 7, and 8 may be cal cul ated
upon the assunption that any death benefit is payable at the end
of the policy year of death. The net value of any paid-up
addi tions, other than paid-up termadditions, shall not be |ess
than the anobunts used to provide such additions.



Revi sor's Note

Section 10, V.T.1.C. Article 3.44a, refers to "the | ast
preceding policy anniversary." The revised law omts "last" as
unnecessary. "The preceding” neans "the | ast preceding."”

Revi sed Law

Sec. 1105.011. I NCLUSI ON OF CERTAI N ADDI TI ONAL BENEFI TS I N
COMPUTI NG NONFORFEI TURE BENEFI TS NOT REQUI RED. (a)
Not wi t hst andi ng Section 1105. 007 or 1105.008, additional benefits
descri bed by Subsection (b), and premiuns for those benefits, may
not be included in conputing a cash surrender val ue or
nonforfeiture benefits required by this chapter. Additional
benefits described by Subsection (b) are not required to be
included in any paid-up nonforfeiture benefits.

(b) This section applies to additional benefits payabl e:

(1) in the event of death or di smenbernent by

acci dent ;

(2) in the event of total and permanent disability;

(3) as reversionary annuity or deferred reversionary
annuity benefits;

(4) as terminsurance benefits provided by a rider or
suppl enental policy provision to which, if issued as a separate
policy, this chapter would not apply;

(5) as terminsurance on the life of a child that:

(A) is provided in a policy on the life of a
parent of the child;

(B) expires before the child reaches 26 years of
age;

(© is uniformin anobunt after the child reaches
one year of age; and

(D) has not becone paid up by reason of the death
of a parent of the child; or

(6) as other policy benefits additional to life
i nsurance and endowrent benefits. (V.T.I.C Art. 3.44a, Sec. 10
(part).)

Source Law

Sec. 10. . . . Notw thstanding the provisions of Section 3,
addi ti onal benefits payable

(a) in the event of death or disnmenbernent by accident
or accidental neans,

(b) in the event of total and permanent disability,

(c) as reversionary annuity or deferred reversionary
annuity benefits,

(d) as terminsurance benefits provided by a rider or
suppl enental policy provision to which, if issued as a separate
policy, this Article would not apply,

(e) as terminsurance on the life of a child or on the
lives of children provided in a policy on the |life of a parent of



the child if such terminsurance expires before the child s age
is twenty-six, is uniformin anount after the child s age is one,
and has not becone paid-up by reason of the death of a parent of
the child, and

(f) as other policy benefits additional to life
i nsurance and endowrent benefits, and premuns for all such
addi tional benefits, shall be disregarded in ascertaining cash
surrender values and nonforfeiture benefits required by this
Article, and no such additional benefits shall be required to be
included in any paid-up nonforfeiture benefits.

Revi sor's Note

Section 10(a), V.T.I.C Article 3.44a, refers to death or
di smenberment "by accident or accidental neans.” The reference
to "accidental neans" is omtted fromthe revised | aw because
"accidental nmeans" is included wthin the nmeaning of "accident."

Revi sed Law

Sec. 1105.012. PROGRESSI ON OF CASH SURRENDER VALUES. (a)
This section applies only to a policy issued on or after January
1, 1985.

(b) Any cash surrender val ue avail able under a policy to
which this section applies on default in the paynent of a prem um
due on any policy anniversary nmust be in an anount that does not
differ by nore than two-tenths of one percent of the anmount of
insurance, if the insurance is uniformin anmount, or the average
anount of insurance at the beginning of each of the first 10
policy years, fromthe sum of

(1) the greater of:
(A) zero; or
(B) the basic cash value as determ ned under
Subsection (c); and
(2) the present value of any existing paid-up
additions mnus the amount of any indebtedness to the conpany
under the policy.

(c) The basic cash value nmust be equal to the present
val ue, on the applicable policy anniversary, of the future
guar anteed benefits that woul d have been avail abl e under the
policy, excluding any existing paid-up additions and before
deduction of any indebtedness to the conpany, had there not been
a default, less the then present value of the nonforfeiture
factors specified by Subsection (d) corresponding to prem uns
t hat woul d have becone due on and after that anniversary. The
effects on the basic cash value of supplenental l|ife insurance or
annuity benefits or of fam |y coverage, as described by Section
1105. 007 or 1105. 151, as applicable, nust be the sanme as the
effects specified by Section 1105.007 or 1105. 151, as appli cabl e,
on the cash surrender val ues determ ned under the applicable
secti on.




(d) The nonforfeiture factor for each policy year nust be
an anmount equal to a percentage of the adjusted premiumfor the
policy year, as conputed under Section 1105.052 or 1105. 151, as
applicable. That percentage nust:

(1) be the sane percentage for each policy year
bet ween the second policy anniversary and the |ater of:
(A) the fifth policy anniversary; or
(B) the first policy anniversary at which there
is avail able under the policy a cash surrender value in an
anount, before including any paid-up additions and before
deducting any indebtedness, of at |east two-tenths of one percent
of :
(i) the amount of insurance, if the
insurance is uniformin anount; or
(ii) the average anmount of insurance at the
begi nni ng of each of the first 10 policy years; and
(2) Dbe such that each percentage after the |ater of
the policy anniversaries specified by Subdivision (1) applies to
at least five consecutive policy years.

(e) Notw thstandi ng Subsection (d), the basic cash val ue
may not be | ess than the value that woul d be obtained if the
adjusted premuns for the policy, as conputed under Section
1105. 052 or 1105. 151, as applicable, were substituted for the
nonforfeiture factors in the conputation of the basic cash val ue.

(f) In this section:

(1) an adjusted premiumor present value for a
particul ar policy nust be conputed on the sane nortality and
i nterest bases as those used to denonstrate that the policy
conmplies with the other sections of this chapter; and

(2) the cash surrender val ues nust include any
endowrent benefits avail able under the policy.

(g) The amount of any cash surrender val ue avail abl e ot her
than on default in paynent of a prem um due on a policy
anni versary, and the anmount of any paid-up nonforfeiture benefits
avai |l abl e under the policy on default in the paynent of a
prem um nust be determned in a manner consistent with the
manner specified by Section 1105.004, 1105.007, 1105. 008,

1105. 009, 1105.010, 1105.011, or Subchapter B to determ ne the
anal ogous m ni mrum anount. The anounts of any cash surrender
val ue or paid-up nonforfeiture benefits granted in connection
wi th additional benefits, such as those listed in Section
1105. 011(b), nust conply with the principles of this section.
(V.T.1.C. Art. 3.44a, Sec. 11.)

Source Law

Sec. 11. This Section, in addition to all other applicable
sections of this law, shall apply to all policies issued on or
after January 1, 1985. Any cash surrender val ue avail abl e under



the policy in the event of default in a prem um paynent due on
any policy anniversary shall be in an anpbunt whi ch does not
differ by nore than two-tenths of one per cent (2/10 of 1% of

ei ther the anount of insurance, if the insurance be uniformin
amount, or the average anount of insurance at the beginning of
each of the first ten (10) policy years, fromthe sumof (a) the
greater of zero and the basic cash value hereinafter specified
and (b) the present value of any existing paid-up additions |ess
t he amount of any i ndebtedness to the conpany under the policy.

The basic cash value shall be equal to the present val ue, on
such anni versary, of the future guaranteed benefits which would
have been provided for by the policy, excluding any existing
pai d-up additions and before deduction of any indebtedness to the
conpany, if there had been no default, |ess the then present
val ue of the nonforfeiture factors, as hereinafter defined,
corresponding to prem uns which would have fallen due on and
after such anniversary. Provided, however, that the effects on
t he basic cash val ue of supplenental |ife insurance or annuity
benefits or of famly coverage, as described in Section 3 or 5,
whi chever is applicable, shall be the sane as are the effects
specified in Section 3 or 5, whichever is applicable, on the cash
surrender val ues defined in such applicable Section.

The nonforfeiture factor for each policy year shall be an
anount equal to a percentage of the adjusted premumfor the
policy year, as defined in Section 5 or 8, whichever is
applicable. Such percentage (a) nmust be the sane percentage for
each policy year between the second policy anniversary and the
|ater of (1) the fifth policy anniversary and (2) the first
policy anniversary at which there is avail able under the policy a
cash surrender value in an amount, before including any paid-up
addi ti ons and before deducting any indebtedness, of at |east
two-tenths of one per cent (2/10 of 1% of either the anmount of
insurance, if the insurance be uniformin anmount, or the average
anount of insurance at the beginning of each of the first ten
(10) policy years; and (b) nust be such that no percentage after
the later of the two (2) policy anniversaries specified in the
preceding item (a) may apply to fewer than five (5) consecutive
policy years. Notw thstanding the provisions contained in (a)
and (b) of this paragraph, no basic cash value nmay be | ess than
t he val ue which would be obtained if the adjusted prem uns for
the policy, as defined in Section 5 or 8, whichever is
applicable, were substituted for the nonforfeiture factors in the
cal cul ation of the basic cash val ue.

Al'l adjusted premuns and present values referred to in this
Section shall for a particular policy be calculated on the sane
nortality and interest bases as are used in denobnstrating the
policy's conpliance with the other sections of this Article. The
cash surrender values referred to in this Section shall include



any endowrent benefits provided for in the policy.

Any cash surrender val ue available other than in the event
of default in a prem um paynent due on a policy anniversary, and
t he amount of any paid-up nonforfeiture benefit avail abl e under
the policy in the event of default in a prem um paynent shall be
determ ned in manners consistent with the manners specified for
determ ni ng the anal ogous m ni num anounts in Sections 2, 3, 4, 8,
and 10. The ampounts of any cash surrender val ues and of any
pai d-up nonforfeiture benefits granted in connection with
addi tional benefits such as those listed in itens (a) through (f)
in Section 10 shall conformw th the principles of this Section
11.

Revi sor's Note
Section 11, V.T.1.C Article 3.44a, provides that it applies
to certain life insurance policies "in addition to all other
applicable sections of this law." The revised |aw omts the
guot ed | anguage because ot her applicable sections of Article
3.44a apply by their own ternms, and it is unnecessary to include
an express statenent of the applicability of those provisions.

[ Sections 1105.013-1105. 050 reserved for expansion]
SUBCHAPTER B. COVPUTATI ON OF ADJUSTED PREM UMS USI NG
NONFORFEI TURE NET LEVEL PREM UM METHOD
Revi sed Law
Sec. 1105.051. APPLICABILITY OF SUBCHAPTER. (a) This
subchapter applies to a policy issued on or after January 1,

1989.

(b) This subchapter also applies to a policy issued by a

conpany after the date specified in a witten noti ce:

(1) that was filed with the State Board of Insurance
after August 31, 1981, but before January 1, 1989; and

(2) under which the conpany filing the notice el ected
to conply before January 1, 1989, with the |aw codified by this
subchapter. (V.T.1.C. Art. 3.44a, Secs. 8(a) (part), (h).)

Source Law

Sec. 8. (a) This Section shall apply to all policies issued
on or after the operative date of this Section 8 as defi ned
her ei n.

(h) After the effective date of this Section 8, any conpany
may file with the State Board of Insurance a witten notice of
its election to conply with the provisions of this Section after
a specified date before January 1, 1989, which shall be the
operative date of this Section for such conmpany. |f a conpany
makes no such el ection, the operative date of this Section for
such conpany shall be January 1, 1989.



Revi sor's Note
Section 8(h), V.T.1.C. Article 3.44a, refers to "the
effective date of this Section 8." Section 8 was added by
Chapter 508, Acts of the 67th Legislature, Regular Session, 1981.
The revised | aw substitutes August 31, 1981, the effective date
of that chapter, for the quoted | anguage.
Revi sed Law
Sec. 1105.052. COVPUTATI ON OF ADJUSTED PREM UMS USI NG
NONFORFEI TURE NET LEVEL PREM UM METHOD. (a) Except as provided
by Section 1105. 054 and subject to Subsection (b), the adjusted
premuns for a policy to which this section applies nust be
conput ed on an annual basis and nust be a uniform percentage of
the respective prem uns specified by the policy for each policy
year so that the present value, at the date of issue of the
policy, of all adjusted premuns is equal to the sum of:
(1) the then present value of the future guaranteed
benefits avail abl e under the policy;
(2) one percent of:
(A) the amount of insurance, if the insurance is
uniformin anmount; or
(B) the average anobunt of insurance at the
begi nning of each of the first 10 policy years; and
(3) 125 percent of the nonforfeiture net |evel prem um
as determ ned under Subsection (d).
(b) The amount of prem uns specified by the policy and used
in conputing adjusted prem uns under Subsection (a) does not
i ncl ude:

(1) an anpbunt payable as an extra premumto cover an
i mpai rment or special hazard; or

(2) any uniform annual contract charge or policy fee
specified by the policy in a statenent of the nmethod to be used
to conmpute the cash surrender val ues and pai d-up nonforfeiture
benefits.

(c) In applying the percentage specified by Subsection
(a)(3), a nonforfeiture net |level prem umnay not be considered
to exceed four percent of:

(1) the amount of insurance, if the insurance is
uni formin anmount; or

(2) the average anount of insurance at the begi nning
of each of the first 10 policy years.

(d) The nonforfeiture net |evel prem umnust be equal to
t he present value, at the date of issue of the policy, of the
guar ant eed benefits avail abl e under the policy divided by the
present value, on the date of issue of the policy, of an annuity
of one per year payable on the date of issue of the policy and on
each anni versary of the policy on which a prem um becones due.
(V.T.I.C. Art. 3.44a, Secs. 8(a) (part), (b).)



Source Law

Sec. 8. (a) . . . Except as provided in Section 8(d), the
adj usted premuns for any policy shall be cal cul ated on an annual
basi s and shall be such uniform percentage of the respective
prem unms specified in the policy for each policy year, excluding
anounts payabl e as extra prem uns to cover inpairnents or specia
hazards and al so excl udi ng any uniform annual contract charge or
policy fee specified in the policy in a statenment of the nethod
to be used in calculating the cash surrender val ues and pai d-up
nonforfeiture benefits, that the present value, at the date of
i ssue of the policy, of all adjusted prem unms shall be equal to
t he sum of

(1) the then present value of the future guaranteed
benefits provided for by the policy;

(2) one per cent (1% of either the amount of
insurance, if the insurance be uniformin anmount, or the average
amount of insurance at the beginning of each of the first ten
(10) policy years; and

(3) one hundred twenty-five per cent (125% of the
nonforfeiture net |evel premumas hereinafter defined.

Provi ded, however, that in applying the percentage specified
in (3) above no nonforfeiture net |evel premumshall be deened
to exceed four per cent (4% of either the amount of insurance,
if the insurance be uniformin amount, or the average anount of
i nsurance at the beginning of each of the first ten (10) policy
years.

(b) The nonforfeiture net |evel prem umshall be equal to
t he present value, at the date of issue of the policy, of the
guar ant eed benefits provided for by the policy divided by the
present value, at the date of issue of the policy, of an annuity
of one per annum payabl e on the date of issue of the policy and
on each anniversary of such policy on which a premumfalls due.

Revi sed Law

Sec. 1105.053. COWPUTATI ON OF AMOUNTS FOR POLICY W TH
CHANG NG BENEFI TS OR PREM UMS. (a) This section applies only to
a policy that:

(1) causes, on a basis guaranteed by the policy,
unschedul ed changes in benefits or prem uns; or

(2) provides an option for changes in benefits or
prem uns other than a change to a new policy.

(b) The adjusted prem uns and present values as to a policy
to which this section applies nust initially be conputed on the
assunption that future benefits and premuns will not change from
those specified on the date the policy is issued. At the tinme of
a change in the benefits or prem uns, the future adjusted
prem uns, nonforfeiture net |evel prem uns, and present val ues




nmust be reconputed on the assunption that future benefits and
premuns wll not change fromthose specified by the policy
i medi ately after the change.

(c) Except as provided by Section 1105.054, the reconputed
future adjusted premuns as to a policy to which this section
applies nmust be a uniform percentage of the respective future
prem uns specified by the policy for each policy year, so that
the present value, at the tine of change to the newy defined
benefits or premuns, of all future adjusted premuns is equal to
t he amount by which the sumof the then present value of the then
future guaranteed benefits avail abl e under the policy and the
addi ti onal expense all owance, as conputed under Subsection (e),
if any, exceeds the then cash surrender value, if any, or present
val ue of any paid-up nonforfeiture benefit under the policy.

(d) The amount of future prem uns specified by the policy
and used in conputing adjusted prem unms under Subsection (c) does
not i ncl ude:

(1) an anobunt payable as an extra premumto cover an
i mpai rment or special hazard; or

(2) any uniform annual contract charge or policy fee
specified by the policy in a statenent of the nmethod to be used
to conpute the cash surrender val ues and paid-up nonforfeiture
benefits.

(e) The additional expense allowance, at the tinme of the
change to the newy defined benefits or premuns, is the sum of:

(1) one percent of the anmpbunt, if any, by which the
average anount of insurance at the beginning of each of the first
10 policy years after the change exceeds the average anount of
i nsurance before the change at the begi nning of each of the first
10 policy years after the tine of the nobst recent previous change
or, if there has not been a previous change, the date the policy
is issued; and

(2) 125 percent of any increase in the nonforfeiture
net | evel prem um

(f) The reconputed nonforfeiture net |evel prem um nust be
equal to the quotient of:

(1) the sumof:

(A) the nonforfeiture net |evel prem um
applicabl e before the change multiplied by the present val ue of
an annuity of one per year payable on each anniversary of the
policy on or after the date of the change on which a prem um
woul d have becone due had the change not occurred; and

(B) the present value of the increase in future
guar ant eed benefits avail abl e under the policy; divided by

(2) the present value of an annuity of one per year
payabl e on each anniversary of the policy, on or after the date
of the change, on which a prem um becones due. (V.T.1.C
Art. 3.44a, Sec. 8(c).)



Source Law

(c) In the case of policies which cause on a basis
guaranteed in the policy unschedul ed changes in benefits or
prem unms, or which provide an option for changes in benefits or
prem uns other than a change to a new policy, the adjusted
prem unms and present values shall initially be calculated on the
assunption that future benefits and prem uns do not change from
those stipulated at the date of issue of the policy. At the tine
of any such change in the benefits or premuns the future
adjusted premuns, nonforfeiture net |evel prem uns and present
val ues shall be recal cul ated on the assunption that future
benefits and prem unms do not change fromthose stipulated by the
policy imedi ately after the change.

Except as otherwi se provided in Section 8(d), the
recal cul ated future adjusted prem uns for any such policy shal
be such uniform percentage of the respective future prem uns
specified in the policy for each policy year, excluding amunts
payabl e as extra premuns to cover inpairnments and speci al
hazards, and al so excl udi ng any uni form annual contract charge or
policy fee specified in the policy in a statenment of the nethod
to be used in calculating the cash surrender val ues and pai d-up
nonforfeiture benefits, that the present value, at the tinme of
change to the newly defined benefits or premuns, of all such
future adjusted premiuns shall be equal to the excess of (A) the
sumof (i) the then present value of the then future guaranteed
benefits provided for by the policy and (ii) the additional
expense allowance, if any, over (B) the then cash surrender
value, if any, or present value of any paid-up nonforfeiture
benefit under the policy.

The additional expense all owance, at the tinme of the change
to the newy defined benefits or prem uns, shall be the sum of
(1) one per cent (1% of the excess, if positive, of the average
anount of insurance at the beginning of each of the first ten
(10) policy years subsequent to the change over the average
amount of insurance prior to the change at the begi nning of each
of the first ten (10) policy years subsequent to the time of the
nost recent previous change, or, if there has been no previous
change, the date of issue of the policy; and (ii) one hundred
twenty-five per cent (125% of the increase, if positive, in the
nonforfeiture net |evel prem um

The recal cul ated nonforfeiture net |evel prem umshall be
equal to the result obtained by dividing (A) by (B) where (A
equals the sumof (i) the nonforfeiture net |evel prem um
applicable prior to the change tinmes the present val ue of an
annuity of one per annum payabl e on each anniversary of the
policy on or subsequent to the date of the change on which a
prem um woul d have fallen due had the change not occurred, and



(ii) the present value of the increase in future guaranteed
benefits provided for by the policy, and (B) equals the present
val ue of an annuity of one per annum payabl e on each anni versary
of the policy on or subsequent to the date of change on which a
premumfalls due.

Revi sed Law

Sec. 1105.054. COWPUTATI ON OF AMOUNTS FOR POLI CY | SSUED ON
SUBSTANDARD BASIS. (a) This section applies only to a policy
i ssued on a substandard basis that provides reduced graded
anounts of insurance so that, in each policy year, the policy has
the sane tabular nortality cost as an otherwi se simlar policy
i ssued on the standard basis that provides higher uniform anmounts
of insurance. This section applies notw thstandi ng any provision
of this subchapter to the contrary.

(b) Adjusted prem uns and present values as to a policy to
whi ch this section applies may be conputed as if the policy were
i ssued to provide the higher uniformanounts of insurance of an
otherwise simlar policy issued on the standard basis. (V.T.I.C
Art. 3.44a, Sec. 8(d).)

Source Law

(d) Notw thstandi ng any other provisions of this Section to
the contrary, in the case of a policy issued on a substandard
basi s which provides reduced graded anmounts of insurance so that,
in each policy year, such policy has the sane tabular nortality
cost as an otherwise simlar policy issued on the standard basis
whi ch provi des higher uniformanounts of insurance, adjusted
prem uns and present values for such substandard policy may be
calculated as if it were issued to provide such higher uniform
amounts of insurance on the standard basis.

Revi sed Law
Sec. 1105.055. USE OF MORTALITY TABLES AND | NTEREST RATES
W TH NONFORFEI TURE NET LEVEL PREM UM METHOD. (a) Subject to
Subsections (c)-(i), an adjusted prem um or present val ue
conput ed under this subchapter mnmust be conputed:
(1) for a policy of ordinary insurance:
(A) on the basis of the Comm ssioners 1980
Standard Ordinary Mrtality Table; or
(B) at the option of the conpany for any one or
nore specified plans of life insurance, on the basis of the
Conmi ssioners 1980 Standard Ordinary Mortality Table with
Ten- Year Select Mortality Factors; and
(2) for a policy of industrial insurance, on the basis
of the Conmm ssioners 1961 Standard Industrial Mrtality Table.
(b) Subject to Subsections (c)-(i), computations on each
policy issued in a particular cal endar year nust be made using a




rate of interest not to exceed the nonforfeiture interest rate as
defined by Section 1105.056 for a policy issued in that cal endar
year .

(c) At the option of the conpany, conputations for each
policy issued in a particular cal endar year nmay be nade using a
rate of interest not to exceed the nonforfeiture interest rate,
as defined by Section 1105.056, for a policy issued in the
precedi ng cal endar year.

(d) Under any paid-up nonforfeiture benefit, including any
pai d-up dividend additions, any cash surrender val ue avail abl e,
regardl ess of whether required by Section 1105.004, nust be
conputed on the basis of the nortality table and rate of interest
used to determ ne the anount of the paid-up nonforfeiture benefit
and any pai d-up dividend additions.

(e) A conpany nmay conpute the anmount of any guarant eed
pai d-up nonforfeiture benefit, including any paid-up additions
under the policy, on the basis of an interest rate not |ess than
the rate specified by the policy for conputing cash surrender
val ues.

(f) In the conputation of the present value of any paid-up
terminsurance wi th acconpanyi ng pure endowent, if any, offered
as a nonforfeiture benefit, the rates of nortality assunmed may be
not nore than the rates shown in:

(1) the Conmm ssioners 1980 Extended Term I nsurance
Table, for a policy of ordinary insurance; or

(2) the Conm ssioners 1961 Industrial Extended Term
| nsurance Table, for a policy of industrial insurance.

(g) For a policy issued on a substandard basis, the
conput ati on of any adjusted prem um or present value may be based
on appropriate nodifications to a table described by Subsection
(f).

(h) Any ordinary nortality table adopted after 1980 by the
Nati onal Association of Insurance Conm ssioners that is approved
by rul es adopted by the comm ssioner for use in determning the
m ni mum nonforfeiture standard nmay be substituted for:

(1) the Conm ssioners 1980 Standard Ordinary Mrtality
Table with or without Ten-Year Select Mrtality Factors; or

(2) the Conmm ssioners 1980 Extended Term I nsurance
Tabl e.

(i) Any industrial nortality table adopted after 1980 by
t he National Association of |Insurance Conmmi ssioners that is
approved by rul es adopted by the conmm ssioner for use in
determ ning the m ni mum nonforfeiture standard nay be substituted
for:

(1) the Conm ssioners 1961 Standard I ndustri al
Mortality Table; or

(2) the Conm ssioners 1961 Industrial Extended Term
| nsurance Table. (V.T.1.C. Art. 3.44a, Sec. 8(e).)



Source Law

(e) Al adjusted premuns and present values referred to in
this Section shall for all policies of ordinary insurance be
cal cul ated on the basis of (i) the Conmm ssioners 1980 Standard
Ordinary Mortality Table or (ii) at the election of the conpany
for any one or nore specified plans of life insurance, the
Conmi ssioners 1980 Standard Ordinary Mrtality Table with
Ten- Year Select Mrtality Factors; shall for all policies of
i ndustrial insurance be cal culated on the basis of the
Conmi ssioners 1961 Standard Industrial Mrtality Table; and shal
for all policies issued in a particular cal endar year be
calculated on the basis of a rate of interest not exceeding the
nonforfeiture interest rate as defined in this Section for
policies issued in that cal endar year. Provided, however, that:

(1) At the option of the conpany, calculations for al
policies issued in a particul ar cal endar year nmay be nade on the
basis of a rate of interest not exceeding the nonforfeiture
interest rate, as defined in this Section, for policies issued in
the i medi ately precedi ng cal endar year.

(2) Under any paid-up nonforfeiture benefit, including
any pai d-up dividend additions, any cash surrender val ue
avai |l abl e, whether or not required by Section 2, shall be
calcul ated on the basis of the nortality table and rate of
interest used in determ ning the anbunt of such paid-up
nonforfeiture benefit and paid-up dividend additions, if any.

(3) A conpany may cal cul ate the amount of any
guar ant eed pai d-up nonforfeiture benefit including any paid-up
addi ti ons under the policy on the basis of an interest rate no
| oner than that specified in the policy for cal cul ati ng cash
surrender val ues.

(4) In calculating the present value of any paid-up
terminsurance w th acconpanyi ng pure endowent, if any, offered
as a nonforfeiture benefit, the rates of nortality assunmed may be
not nore than those shown in the Conm ssioners 1980 Extended Term
| nsurance Table for policies of ordinary insurance and not nore
t han the Comm ssioners 1961 |Industrial Extended Term | nsurance
Table for policies of industrial insurance.

(5) For insurance issued on a substandard basis, the
cal cul ation of any such adjusted prem unms and present val ues may
be based on appropriate nodifications of the aforenentioned
t abl es.

(6) Any ordinary nortality tables, adopted after 1980
by the National Association of Insurance Conm ssioners, that are
approved by regul ation pronulgated by the State Board of
| nsurance for use in determ ning the mni mum nonforfeiture
standard may be substituted for the Comm ssioners 1980 Standard
Odinary Mrtality Table with or wthout Ten-Year Sel ect



Mortality Factors or for the Conm ssioners 1980 Extended Term
| nsurance Tabl e.

(7) Any industrial nortality tables, adopted after
1980 by the National Association of |Insurance Comm ssioners, that
are approved by regul ation pronul gated by the State Board of
| nsurance for use in determ ning the m ni mum nonforfeiture
standard may be substituted for the Comm ssioners 1961 Standard
| ndustrial Mrtality Table or the Conm ssioners 1961 |ndustri al
Ext ended Term | nsurance Tabl e.

Revi sor's Note

(1) Section 8(e)(1), V.T.1.C. Article 3.44a, refers to "the
i medi ately preceding cal endar year." The revised |law omits
"i mmedi atel y" as unnecessary. "The precedi ng" neans "the
i mredi ately preceding.”

(2) Sections 8(e)(6) and (7), V.T.1.C. Article 3.44a, refer
to a "regulation.” The revised | aw substitutes "rule" for
"regul ati on" because that is the termnore commonly used and is
the termused by Chapter 2001, CGovernnment Code (Adm nistrative
Procedure Act). Also, under Section 311.005(5), Governnent Code
(Code Construction Act), a rule is defined to include a
regul ation. That definition applies to the revised | aw

Revi sed Law

Sec. 1105.056. NONFORFEI TURE | NTEREST RATE. The annual
nonforfeiture interest rate for a policy issued in a particul ar
cal endar year is equal to 125 percent of the cal endar year
statutory valuation interest rate for that policy as defined by
Article 3.28, rounded to the nearest one-fourth of one percent.
(V.T.1.C. Art. 3.44a, Sec. 8(f).)

Source Law

(f) The nonforfeiture interest rate per annum for any
policy issued in a particular cal endar year shall be equal to one
hundred and twenty-five per cent (125% of the cal endar year
statutory valuation interest rate for such policy as defined in
t he Standard Val uation Law, rounded to the nearer one-fourth of
one per cent (1/4 of 1%.

Revisor's Note
Section 8(f), V.T.1.C. Article 3.44a, refers to "the
Standard Valuation Law." That lawis contained in Article 3.28,
| nsurance Code, and the revised | aw substitutes a reference to
Article 3.28.

Revi sed Law
Sec. 1105.057. REFILING OF POLI CY PROVI SI ONS NOT REQUI RED.
Not wi t hst andi ng any provision of this code to the contrary, as to
a policy to which this subchapter applies, a refiling of
nonforfeiture values or of the nethod of conputing nonforfeiture




val ues for a previously approved policy formthat involves only a
change in the interest rate or nortality table used to conpute
nonforfeiture val ues does not require refiling of any provision
of the policy form (V.T.1.C. Art. 3.44a, Sec. 8(Qg).)

Source Law

(g) Notw thstanding any other provision in this Code to the
contrary, any refiling of nonforfeiture values or their nethods
of conputation for any previously approved policy form which
involves only a change in the interest rate or nortality table
used to conmpute nonforfeiture values shall not require refiling
of any provisions of that policy form

[ Sections 1105.058-1105. 100 reserved for expansion]

SUBCHAPTER C. NONFORFEI TURE BENEFI TS
FOR CERTAI N PLANS
Revi sed Law

Sec. 1105.101. NONFORFEI TURE BENEFI TS FOR | NDETERM NATE
PREM UM PLANS AND CERTAI N OTHER PLANS. (a) This section applies
to a plan of life insurance that:

(1) provides for future premi umdeterm nation, the
amounts of which are to be determ ned by the insurance conpany
based on then estimtes of future experience; or

(2) is such that m ni nrum val ues cannot be determ ned
by a nethod descri bed by Sections 1105.004-1105. 009, Subchapter
B, or Subchapter D

(b) The departnent nust be satisfied that:

(1) the benefits provided under the plan are
substantially as favorable to policyhol ders and insureds as the
m ni mum benefits otherw se required by Sections
1105. 004- 1105. 009, Subchapter B, or Subchapter D; and

(2) the benefits and the pattern of prem uns of the
plan are not such as to m slead prospective policyhol ders or
i nsured persons.

(c) The cash surrender val ues and paid-up nonforfeiture
benefits provided by the plan may not be |less than the m ni mum
val ues and benefits required for the plan conputed by a nethod
consistent wth the principles of this subchapter as determ ned
under rul es adopted by the conm ssioner.

(d) Notwi thstanding any other law of this state, any
policy, contract, or certificate providing |life insurance under
t he plan nust be approved by the departnent before the plan may
be marketed, issued, delivered, or used in this state. (V.T.1.C
Art. 3.44a, Sec. 9.)

Source Law

Sec. 9. In the case of any plan of life insurance which



provides for future prem um determ nation, the amounts of which
are to be determ ned by the insurance conpany based on then
estimates of future experience, or in the case of any plan of
life insurance which is of such a nature that m ninum val ues
cannot be determ ned by the nethods described in Section 2, 3, 4,
5, 6, 7, or 8 herein, then:

(a) The State Board of Insurance nust be satisfied
that the benefits provided under the plan are substantially as
favorabl e to policyholders and insureds as the m ni nrum benefits
otherwi se required by Section 2, 3, 4, 5, 6, 7, or 8 herein.

(b) The State Board of Insurance nust be satisfied
that the benefits and the pattern of prem uns of that plan are
not such as to m sl ead prospective policyholders or insureds.

(c) The cash surrender val ues and pai d-up
nonforfeiture benefits provided by such plan nust not be |ess
than the m ni mum val ues and benefits required for the plan
conputed by a nmet hod consistent with the principles of this
Standard Nonforfeiture Law for Life Insurance, as determ ned by
regul ati ons pronul gated by the State Board of Insurance.

(d) Notwi thstanding any other provision in the | aws of
this state, any policy, contract, or certificate providing life
i nsurance under any such plan nust be affirmatively approved by
the State Board of Insurance before it can be marketed, issued,
delivered, or used in this state.

Revi sor's Note

Section 9(c), V.T.1.C. Article 3.44a, refers to
"regulations.” The revised | aw substitutes "rules" for
"regul ations” for the reasons stated in Revisor's Note (2) to
Section 1105. 055.

[ Sections 1105.102-1105. 150 reserved for expansion]
SUBCHAPTER D. COWPUTATI ON OF ADJUSTED
PREM UMS FOR CERTAI N PCLI Cl ES
Revi sed Law

Sec. 1105.151. COVWPUTATI ON OF ADJUSTED PREM UMS FOR CERTAI N
PCLI CI ES | SSUED BEFORE JANUARY 1, 1989. (a) This section applies
only to a policy issued before January 1, 1989, to which
Subchapt er B does not apply.

(b) The adjusted premiuns for a policy to which this
section applies must be conputed on an annual basis or, at the
option of the conpany, on a fully continuous basis if that basis
is consistent with actual policy provisions and the use of that
basis is specified by the policy.

(c) Except as provided by Subsection (f), the adjusted
prem uns nust be a uniform percentage of the respective prem uns
specified by the policy for each policy year, excluding anmunts
stated in the policy as extra prem uns to cover inpairnents or
speci al hazards, so that the present value, as of the date the




policy is issued, of all the adjusted premuns is equal to the
sum of :
(1) the then present value of the future guaranteed
benefits avail abl e under the policy;
(2) two percent of:
(A) the amount of insurance, if the insurance is
uniformin anmount; or
(B) the equival ent uniform anmount of insurance,
as determ ned under this section, if the amount of insurance
varies with the duration of the policy;
(3) 40 percent of the adjusted premumfor the first
policy year; and
(4) 25 percent of the | esser of:
(A) the adjusted premiumfor the first policy
year; or
(B) the adjusted premumfor a whole life policy
of the same or an equival ent uniform anmount with uniform prem uns
for the whole of life issued at the sanme age for the sanme anount
of insurance.

(d) In applying the percentages specified by Subsections
(c)(3) and (4), an adjusted prem um nmay not be considered to
exceed four percent of the amount of insurance or equival ent
uni f or m anount .

(e) For purposes of this section, for a policy that
provi des an amount of insurance that varies with the duration of
t he policy:

(1) except as provided by Subdivision (2), the
equi val ent uni form anount of insurance is considered to be the
uni form anount of insurance provided by an otherw se simlar
policy, containing the sane endowrent benefit, if any, issued at
t he sane age and for the sanme term the anmount of which does not
vary with duration and the benefits under which have the sane
present value at the date of issue as the benefits under the
policy; and

(2) if the policy is issued on the life of a child
younger than 10 years of age, the equival ent uniform anmount of
i nsurance may be conputed as though the anmount of insurance
provi ded by the policy before the insured reaches 10 years of age
were the amount provided by the policy at age 10.

(f) The adjusted premiuns for a policy that provides term
i nsurance benefits by rider or a supplenmental policy provision
nmust be equal to the adjusted premuns for an otherwi se simlar
policy issued at the sane age wi thout the terminsurance
benefits, increased, during the period for which premuns for the
terminsurance benefits are payable, by the adjusted prem uns for
the terminsurance. The adjusted prem uns specified by this
subsection nust be conputed separately in the manner specified by
Subsections (b)-(e). (V.T.1.C. Art. 3.44a, Secs. 5(a) (part),



(b), (c).)

Source Law

Sec. 5. (a) This Section 5 shall not apply to policies
i ssued on or after the operative date of Section 8 as defined
therein. Except as provided in Section 5(c), the adjusted
prem uns for any policy shall be cal culated on an annual basis,
or at the option of the conpany on a fully continuous basis
provi ded such basis is consistent with actual policy provisions
and the use of such basis is specified therein, and shall be such
uni form percentage of the respective prem uns specified in the
policy for each policy year, excluding amounts stated in the
policy as extra premuns to cover inpairnments or special hazards,
that the present value, at the date of issue of the policy, of
all such adjusted prem uns shall be equal to the sum of:

(1) the then present value of the future guaranteed
benefits provided for by the policy;

(2) two per cent (2% of the anmount of insurance, if
t he insurance be uniformin anount, or of the equivalent uniform
amount, as hereinafter defined, if the anmount of insurance varies
wi th duration of the policy;

(3) forty per cent (40% of the adjusted prem um for
the first policy year;

(4) twenty-five per cent (25% of either the adjusted
premumfor the first policy year or the adjusted premiumfor a
whole [ife policy of the sanme uniformor equival ent uniform
anmount with uniformpremuns for the whole of life issued at the
sanme age for the sane anopunt of insurance, whichever is |ess.
Provi ded, however, that in applying the percentages specified in
(3) and (4) above, no adjusted prem um shall be deened to exceed
four per cent (4% of the anount of insurance or uniform anmount
equi val ent thereto.

(b) In the case of a policy providing an anmount of
i nsurance varying with duration of the policy, the equival ent
uni form anount thereof for the purpose of this Section shall be
deened to be the uniform anount of insurance provided by an
otherwise simlar policy, containing the sane endowrent benefit
or benefits, if any, issued at the sane age and for the sane
term the amount of which does not vary with duration and the
benefits under which have the sanme present value at the date of
i ssue as the benefits under the policy; provided, however, that
in the case of a policy providing a varying anmount of insurance
issued on the life of a child under age ten, the equival ent
uni form anount may be conputed as though the anount of insurance
provided by the policy prior to the attainnent of age ten were
t he amount provided by such policy at age ten.

(c) The adjusted premuns for any policy providing term
i nsurance benefits by rider or supplenmental policy provision



shall be equal to (1) the adjusted prem uns for an otherw se
simlar policy issued at the sane age w thout such terminsurance
benefits, increased, during the period for which premuns for
such terminsurance benefits are payable, by (2) the adjusted
prem unms for such terminsurance, the foregoing itens (1) and (2)
bei ng cal cul ated separately and as specified in Sections 5(a) and
5(b).

Revi sor's Note

Section 5(a), V.T.1.C. Article 3.44a, states that it does
not apply to insurance policies "issued on or after the operative
date of Section 8 as defined therein.”" The revised | aw provides
that it applies only to "a policy issued before January 1, 1989,
to which Subchapter B does not apply"” and omts the reference to
"the operative date of Section 8" for the reason stated in the
revisor's note to Section 1105. 007.

Revi sed Law

Sec. 1105.152. COVWPUTATI ON OF ADJUSTED PREM UMS FOR CERTAI N
ORDI NARY POLI CI ES | SSUED BEFORE JANUARY 1, 1989. (a) Except as
provi ded by Subsection (b), this section applies only to an
ordinary policy to which Subchapter B does not apply and that is
issued on or after January 1, 1974 and before January 1, 1989.

(b) This section also applies to an ordinary policy issued
by a conpany after a date specified in a witten notice:

(1) that was filed by the conpany with the State Board

of Insurance after August 23, 1963, but before January 1, 1974;
and

(2) under which the conpany filing the notice el ected
to conply before January 1, 1974, with the |law codified by this
secti on.

(c) An adjusted prem umor present value determ ned under
this chapter as to a policy to which this section applies nust be
conputed on the basis of the Conmm ssioners 1958 Standard Ordinary
Mortality Table.

(d) A conputation as to a policy to which this section
applies must be nade using the rate of interest specified by the
policy for computing cash surrender val ues and pai d-up
nonforfeiture benefits, except that the rate of interest may not
exceed:

(1) 3-1/2 percent a year for a policy issued before
June 14, 1973;

(2) 4 percent a year for a policy issued on or after
June 14, 1973, and before August 29, 1977;

(3) 5-1/2 percent a year for a policy issued on or
after August 29, 1977, other than a single premiumwhole life or
endowrent insurance policy; or

(4) 6-1/2 percent a year for a single prem um whole
life or endowrent insurance policy issued on or after August 29,



1977.

(e) For a category of ordinary insurance issued to insure a
femal e ri sk:

(1) an adjusted prem umor present value for a policy
i ssued before August 29, 1977, nmay be conputed according to an
age not nore than three years younger than the actual age of the
i nsured; and

(2) an adjusted premi umor present value for a policy
i ssued on or after August 29, 1977, may be conputed according to
an age not nore than six years younger than the actual age of the
i nsur ed.

(f) In the conputation of the present value of paid-up term
i nsurance with acconpanyi ng pure endowent, if any, offered as a
nonforfeiture benefit, the rates of nortality assunmed may not
exceed the rates shown in the Conm ssioners 1958 Extended Term
| nsurance Tabl e.

(g) Subject to approval by the departnent, a conpany may
specify a nortality table other than the table required by this
section for use in conputing an adjusted prem um or present val ue
for insurance issued on a substandard basis. (V.T.1.C
Art. 3.44a, Sec. 6.)

Source Law

Sec. 6. This Section 6 shall not apply to ordinary policies
i ssued on or after the operative date of Section 8 as defined
therein. In the case of ordinary policies issued on or after the
operative date of this Section 6 as defined herein, all adjusted
prem unms and present values referred to in this Article shall be
cal cul ated on the basis of the Comm ssioners 1958 Standard
Ordinary Mortality Table and the rate of interest specified in
the policy for calculating cash surrender val ues and paid-up
nonforfeiture benefits provided that such rate of interest shal
not exceed three and one-half per cent (3 1/2% per annum except
that a rate of interest not exceeding four per cent (4% per
annum may be used for policies issued on or after June 14, 1973,
and prior to August 29, 1977, and a rate of interest not
exceeding five and one-half per cent (5 1/2% per annum nay be
used for policies issued on or after August 29, 1977, except that
for any single premumwhole |ife or endowrent insurance policy a
rate of interest not exceeding six and one-half per cent (6 1/2%
per annum may be used provided that for any category of ordinary
i nsurance issued on femal e risks, adjusted prem uns and present
val ues may be cal cul ated according to an age not nore than three
years younger than the actual age of the insured for policies
i ssued prior to August 29, 1977, and for policies issued on and
after August 29, 1977, adjusted prem uns and present val ues nmay
be cal cul ated according to an age not nore than six years younger
than the actual age of the insured. Provided, however, that in



cal cul ating the present value of any paid-up terminsurance with
acconpanyi ng pure endownent, if any, offered as a nonforfeiture
benefit, the rates of nortality assuned nmay be not nore than

t hose shown in the Conm ssioners 1958 Extended Term I nsurance
Table. Provided, further, that for insurance issued on a

subst andard basis, the cal culation of any such adjusted prem uns
and present val ues may be based on such other table of nortality
as may be specified by the conpany and approved by the State
Board of Insurance.

After the effective date of this Article, any conpany nmay
file wwth the State Board of Insurance a witten notice of its
el ection to conply with the provisions of this Section after a
speci fied date before January 1, 1974. After the filing of such
notice, then upon such specified date (which shall be the
operative date of this Section for such conmpany), this Section
shall becone operative with respect to the ordinary policies
thereafter issued by such conpany prior to the operative date of
Section 8 as defined therein. |If a conpany makes no such
el ection, the operative date of this Section for such conpany
shall be January 1, 1974.

Revisor's Note

(1) Section 6, V.T.I.C. Article 3.44a, states that it does
not apply to insurance policies "issued on or after the operative
date of Section 8 as defined therein.”" Section 6 also refers to
"the operative date of this Section 6 as defined herein.” The
revised |law provides that it applies only to "an ordinary policy
to which Subchapter B does not apply"” and omts the reference to
"the operative date of Section 8" for the reason stated in the
revisor's note to Section 1105.007. The revised |aw also omts
the reference to "the operative date" of Section 6 and
substitutes a clear statenment of the law s applicability to
certain life insurance policies.

(2) Section 6, V.T.1.C. Article 3.44a, refers to "the
effective date of this Article.” The revised |aw substitutes
August 23, 1963, the effective date of Article 3.44a, for the
quot ed | anguage.

Revi sed Law
Sec. 1105.153. COVWPUTATI ON OF ADJUSTED PREM UMS FOR CERTAI N
| NDUSTRI AL POLI Cl ES | SSUED BEFORE JANUARY 1, 1989. (a) Except as
provi ded by Subsection (b), this section applies only to an
i ndustrial policy to which Subchapter B does not apply and that
is issued on or after January 1, 1974, and before January 1,
1989.

(b) This section also applies to an industrial policy
i ssued by a conpany after a date specified in a witten notice:
(1) that was filed by the conpany with the State Board
of Insurance after August 23, 1963, but before January 1, 1974;



and

(2) under which the conpany filing the notice el ected
to conply before January 1, 1974, with the |aw codified by this
secti on.

(c) An adjusted prem um or present value determ ned under
this chapter as to a policy to which this section applies nust be
conputed on the basis of the Comm ssioners 1961 Standard
| ndustrial Mortality Table.

(d) A conputation as to a policy to which this section
applies must be nade using the rate of interest specified by the
policy for computing cash surrender val ues and pai d-up
nonforfeiture benefits, except that the rate of interest may not
exceed:

(1) 3-1/2 percent a year for a policy issued before
June 14, 1973;

(2) 4 percent a year for a policy issued on or after
June 14, 1973, and before August 29, 1977;

(3) 5-1/2 percent a year for a policy issued on or
after August 29, 1977, other than a single premiumwhole life or
endowrent insurance policy; or

(4) 6-1/2 percent a year for a single prem um whole
life or endowrent insurance policy issued on or after August 29,
1977.

(e) In the conputation of the present value of paid-up term
i nsurance with acconpanyi ng pure endowent, if any, offered as a
nonforfeiture benefit, the rates of nortality assunmed may not
exceed the rates shown in the Conmm ssioners 1961 Industri al
Ext ended Term | nsurance Tabl e.

(f) Subject to approval by the departnent, a conpany may
specify a nortality table other than the table required by this
section for use in conputing an adjusted prem um or present val ue
for insurance issued on a substandard basis. (V.T.1.C
Art. 3.44a, Sec. 7.)

Source Law

Sec. 7. This Section 7 shall not apply to industrial
policies issued on or after the operative date of Section 8 as
defined therein. 1In the case of industrial policies issued on or
after the operative date of this Section 7 as defined herein, al
adj usted prem uns and present values referred to in this Article
shal |l be cal culated on the basis of the Conmm ssioners 1961
Standard Industrial Mrtality Table and the rate of interest
specified in the policy for cal culating cash surrender val ues and
pai d-up nonforfeiture benefits provided that such rate of
interest shall not exceed three and one-half per cent (3 1/2%
per annum except that a rate of interest not exceeding four per
cent (4% per annum nmay be used for policies issued on or after
June 14, 1973, and prior to August 29, 1977, and a rate of



interest not exceeding five and one-half per cent (5 1/2% per
annum may be used for policies issued on or after August 29,
1977, except that for any single premumwhole |ife or endowrent
insurance policy a rate of interest not exceeding six and
one-hal f per cent (6 1/2% per annum nmay be used. Provided,
however, that in calculating the present value of any paid-up
terminsurance with acconpanyi ng pure endowent, if any, offered
as a nonforfeiture benefit, the rates of nortality assunmed may be
not nore than those shown in the Conm ssioners 1961 | ndustri al
Ext ended Term I nsurance Table. Provided, further, that for

i nsurance issued on a substandard basis, the cal cul ati ons of any
such adjusted prem uns and present val ues may be based on such
other table of nortality as may be specified by the conpany and
approved by the State Board of Insurance.

After the effective date of this Article, any conpany nmay
file wwth the State Board of Insurance a witten notice of its
election to comply with the provisions of this Section after a
speci fied date before January 1, 1974. After the filing of such
notice, then upon such specified date (which shall be the
operative date of this Section for such conmpany), this Section
shal |l becone operative with respect to the industrial policies
thereafter issued by such conpany prior to the operative date of
Section 8 as defined therein. |If a conpany makes no such
el ection, the operative date of this Section for such conpany
shal | be January 1, 1974.

Revisor's Note

(1) Section 7, V.T.1.C. Article 3.44a, states that it does
not apply to insurance policies "issued on or after the operative
date of Section 8 as defined therein." Section 7 also refers to
"the operative date of this Section 7 as defined herein.” The
revised |law provides that it applies only to "an industrial
policy to which Subchapter B does not apply" and omts the
reference to "the operative date of Section 8" for the reason
stated in the revisor's note to Section 1105.007. The revised | aw
also omts the reference to "the operative date" of Section 7 and
substitutes a clear statenment of the law s applicability to
certain life insurance policies.

(2) Section 7, V.T.1.C. Article 3.44a, refers to "the
effective date of this Article.” The revised |aw substitutes
August 23, 1963, the effective date of Article 3.44a, for the
quot ed | anguage.

CHAPTER 1106. REI NSTATEMENT OF CERTAI N LI FE | NSURANCE

PQOLI Cl ES
Sec. 1106.001. APPLICABILITY OF CHAPTER 1480
Sec. 1106.002. REINSTATEMENT REQUI RED;, EXCEPTI ON 1480
Sec. 1106.003. MENTAL | NCAPACI TY DEFI NED 1481
Sec. 1106.004. DI AGNCSI S OF MENTAL | NCAPACI TY REQUI RED 1481




Sec. 1106. 005. REQUEST FOR REI NSTATEMENT; LI M TATION 1482
Sec. 1106. 006. REI NSTATEMENT 1482
Sec. 1106.007. EFFECT OF REI NSTATEMENT 1483
Sec. 1106.008. REDUCTION I N BENEFI TS 1483
Sec. 1106.009. DI SCLOSURE 1484
Sec. 1106.010. RULES 1485
CHAPTER 1106. REI NSTATEMENT OF CERTAI N LI FE | NSURANCE
POLI Cl ES
Revi sed Law
Sec. 1106.001. APPLICABILITY OF CHAPTER (a) This chapter
applies to each individual life insurance policy issued to a
resident of this state by an insurer authorized to engage in the
busi ness of insurance in this state, including a stipul ated
prem um conpany and a fraternal benefit society, that is subject
to | apse on or after Septenber 1, 1995.
(b) This chapter does not apply to a life insurance policy
t hat provides nonforfeiture benefits in accordance with the
requi renents of this code. (V.T.1.C Art. 3.44d, Sec. 1.)
Source Law

Art. 3.44d

Sec. 1. (a) This article applies to all individual life
i nsurance policies issued to residents of this state that are
subject to lapsing on and after the effective date of this Act,
i ssued by an insurer authorized to do business in this state
including stipulated prem um conpanies and fraternal benefit
soci eti es.

(b) This article does not apply to a life insurance policy
t hat provides nonforfeiture benefits in accordance with the
requi renents of this code.

Revi sor's Note
Section 1(a), V.T.1.C. Article 3.44d, provides that Article
3.44d applies to individual life insurance policies that are
subject to lapsing on and after "the effective date of this Act."
Article 3.44d took effect Septenber 1, 1995. The revised |aw
substitutes that date for the quoted | anguage.
Revi sed Law
Sec. 1106.002. REINSTATEMENT REQUI RED;, EXCEPTION. (a) On
the | apse of an individual life insurance policy follow ng the
uni ntentional default in the paynment of prem uns caused by the
mental incapacity of the insured, a person is entitled to have
the policy reinstated under this chapter if:
(1) the policy had been in effect continuously for at
| east five years inmmediately preceding the | apse; and
(2) there was not a default in the paynent of prem uns
on the policy during the period described by Subdivision (1).
(b) The insurer is not required to reinstate a policy or




pay benefits under this chapter if the insured first becane
mental ly incapacitated after the expiration of an applicable
grace period contained in the policy. (V.T.1.C Art. 3.44d,
Secs. 2(a), 7.)

Source Law

Sec. 2. (a) A policy shall be entitled to reinstatenent

under this article if:

(1) it has been in effect continuously for at |east
five years immedi ately preceding the | apse;

(2) it has been without default in the paynent of
prem uns during such period; and

(3) there is a subsequent unintentional default in
prem um paynents caused by nental incapacity of the insured.

Sec. 7. An insurer is not required to reinstate coverage or
pay benefits under this article if the insured first becane
mental ly incapacitated after the expiration of an applicable
grace period contained in the policy.

Revi sed Law
Sec. 1106.003. MENTAL | NCAPACI TY DEFINED. In this chapter,
"mental incapacity” means a lack of the ability to:

(1) understand and appreciate the nature and
consequences of a decision regarding the failure to pay a prem um
when due; and

(2) reach an infornmed decision in the matter.

(V.T.1.C. Art. 3.44d, Sec. 3(a) (part).)
Source Law

Sec. 3. (a) For purposes of this article, nental incapacity
means |lacking the ability . . . to understand and appreciate the
nat ure and consequences of a decision regarding failure to pay a
prem um when due and the ability to reach an informed decision in
the matter.

Revi sed Law
Sec. 1106.004. DI AGNCSI S OF MENTAL | NCAPACI TY REQUI RED. For
pur poses of this chapter, nmental incapacity mnmust be:
(1) established by the clinical diagnosis of a
physician licensed in this state who is qualified to make the
di agnosi s; and
(2) based on reasonable nedical judgment. (V.T.I.C
Art. 3.44d, Secs. 3(a) (part), (b).)
Source Law

(a) [For purposes of this article, nental incapacity neans
| acking the ability], based on reasonabl e nedi cal



j udgnent :

(b) Mental incapacity nmust be established by the clinical
di agnosis of a physician licensed in this state and qualified to
make t he di agnosi s.

Revi sed Law
Sec. 1106.005. REQUEST FOR REI NSTATEMENT; LI M TATI ON.
(a) A request for reinstatenent of a policy under this chapter
and proof of nental incapacity may be filed with the insurer by:
(1) the insured;
(2) the insured' s | egal guardian or other |egal
representative; or
(3) the legal representative of the insured s estate.
(b) The request and the proof of nmental incapacity nust be
filed not later than the first anniversary of the date the policy
| apses. (V.T.1.C. Art. 3.44d, Sec. 4.)
Source Law

Sec. 4. (a) A request for reinstatenent of coverage under
this article and proof of nental incapacity may be filed with the
i nsurer by:

(1) the insured;

(2) the legal guardian of the insured,

(3) other legal representative of the insured; or

(4) the legal representative of the estate of the
i nsur ed.

(b) Proof of nental incapacity and an acconpanyi ng request
for reinstatenent nust be made not later than the first
anni versary date after the | apse of a policy eligible for
rei nst at enent.

Revi sed Law
Sec. 1106.006. REINSTATEMENT. (a) After the requirenents
of Section 1106. 005 have been satisfied, the insurer shal
reinstate the policy.
(b) The policy nust be reinstated within one year fromthe
date of |apse on paynent of:
(1) the premuns owed fromthe date of initial |apse
to the date of reinstatenent; and
(2) interest on the premuns at a rate not to exceed
six percent a year for the period.
(c) The insurer may not require evidence of insurability as
a condition of reinstatenent. (V.T.I.C Art. 3.44d, Secs. 2(b),

5(a), (b).)

Source Law

[ Sec. 2]
(b) A policy shall be reinstated within one year fromthe



date of lapse if it is an eligible policy as described by this
section, on paynent of arrears of premuns with interest. The
rate of interest may not exceed six percent per annum

Sec. 5. (a) After the requirenents of Section 4 have been
satisfied, an insurer subject to this article shall reinstate,
wi t hout evidence of insurability, coverage that has | apsed under
the circunstances described by Section 2.

(b) An insurer may require, as a condition of
rei nstatenent, paynent of premuns plus interest owed for the
period fromthe date of initial |apse to the date of
rei nst at enent.

Revi sed Law
Sec. 1106.007. EFFECT OF REI NSTATEMENT. On reinstatenent of
the policy, the original contractual provisions apply as if the
coverage had been continuous. (V.T.I.C Art. 3.44d, Sec. 5(c).)
Source Law

(c) On reinstatenent of the coverage, the original
contractual provisions apply as if coverage had been conti nuous
and wi thout interruption.

Revi sor's Note
Section 5(c), V.T.1.C. Article 3.44d, provides that on
reinstatenent of a life insurance policy, the original
contractual provisions apply as if "coverage had been conti nuous
and without interruption.” The reference to "w thout
interruption” is omtted fromthe revised | aw because "w t hout
interruption” is included within the nmeaning of "continuous."
Revi sed Law
Sec. 1106.008. REDUCTION IN BENEFITS. If there is an
uncontroverted claimfor benefits in an anpbunt that exceeds the
anmount of prem uns and interest owed and unpai d under a policy
that is eligible for reinstatenent under this chapter, the
i nsurer shall pay the anobunt of benefits owed reduced by the
anmount of prem uns and interest owed and unpaid on the date the
benefits are paid. (V.T.I.C. Art. 3.44d, Sec. 6.)
Source Law

Sec. 6. An insurer shall pay the anmount of benefits owed
under a policy that is eligible for reinstatenent under this
article, reduced by the anount of prem uns and interest owed and
unpaid on the date on which the benefits are paid, if there is an
uncontroverted claimfor benefits that exceed the anount of
prem unms and interest owed.



Revi sed Law
Sec. 1106.009. DI SCLOSURE. (a) Each insurer shall disclose
fully to each policyholder or insured the requirenments of this
chapter.
(b) As to a policy to which this chapter applies that was
i ssued on or after Septenmber 1, 1995, an insurer may nake the
di scl osure required by Subsection (a):
(1) not later than the 90th day after the date the
policy | apses; or
(2) by including the disclosure information in the
policy or in an endorsenent attached to the policy.
(c) As to a policy to which this chapter applies that was
i ssued before Septenber 1, 1995, and for which the insurer did
not make the required disclosure on or before Novenber 30, 1995,
the insurer shall make the disclosure required by Subsection (a)
not later than the 90th day after the date the policy |apses.
(d) Notice is considered to conply with Subsection (b) or
(c) if the notice is mailed by first class mail to the | ast known
address of the policyholder. (V.T.1.C Art. 3.44d, Secs. 8(a),

(b), (c).)

Source Law

Sec. 8. (a) Each licensed entity shall disclose fully to
each of its policyholders, contract holders, or covered persons
the requirenments of this article.

(b) The disclosure shall be forwarded to applicable
pol i cyhol ders, contract hol ders, or covered persons either:

(1) wthin 90 days followi ng | apse of a policy
regul ated by this article; or

(2) wthin 90 days after the effective date of this
article to each existing policyhol der whose policy is regul ated
by this article. Disclosure thereafter on policies issued after
the effective date of this article may be made by including the
di sclosure information in the policy or in an endorsenent
attached to the policy.

(c) Notice will be deened to be in conpliance with this
article if mailed by first class mail to the |ast known address
of the policyholder or if contained in the policy formor as an
endor senment t hereto.

Revi sor's Note

(1) Section 8(a), V.T.I.C. Article 3.44d, refers to a
"licensed entity," "contract holders,"” and "covered persons.”
The revised | aw substitutes "insurer"” for "licensed entity" and
omts "contract hol ders" because Article 3.44d applies only to
i nsurance policies. The revised | aw substitutes "insured" for
"covered person"” for consistency with other provisions of this
chapter.




(2) Section 8(b), V.T.I1.C. Article 3.44d, requires a
licensed entity to disclose the requirenents of Article 3.44d
wi thin 90 days of the | apse of a policy regulated by Article
3.44d or "within 90 days after the effective date of this article
to each existing policyhol der whose policy is regulated by this
article." Article 3.44d took effect Septenmber 1, 1995. The
revi sed | aw substitutes Novenber 30, 1995, for "90 days after the
effective date of this article.” The revised |aw al so
substitutes "a policy to which this chapter applies that was
i ssued before Septenmber 1, 1995," for "each existing policyhol der
whose policy is regulated by this article.” Section 8(b) also
refers to "policies issued after the effective date of this
article"; the revised | aw substitutes Septenber 1, 1995, for "the
effective date of this article.™

Revi sed Law

Sec. 1106.010. RULES. The comm ssioner shall adopt
reasonable rules to inplenent this chapter, and the disclosure
required by Section 1106. 009 nust be nmade in the form and nmanner
prescri bed by the conm ssioner after notice and hearing.
(V.T.1.C. Art. 3.44d, Sec. 8(d).)

Source Law

(d) The conm ssioner shall adopt reasonable rules to
inmplement this article. Such disclosure nust be nade in the form
and manner prescribed by the conm ssioner after notice and
heari ng.
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CHAPTER 1107. STANDARD NONFORFEI TURE LAW
FOR CERTAI N ANNUI TI ES
SUBCHAPTER A. CGENERAL PROVI SI ONS
Revi sed Law
Sec. 1107.001. APPLICABILITY OF CHAPTER (a) This chapter

applies to an annuity contract issued on or after August 29,
1979.

(b) This chapter also applies to an annuity contract issued

by a conpany after a date specified in a witten notice:

(1) that was filed with the State Board of Insurance
after August 29, 1977, but before August 29, 1979; and

(2) under which the conpany filing the notice el ected
to conply before August 29, 1979, with the |law codified by this
chapter. (V.T.1.C. Art. 3.44b, Secs. 1 (part), 11.)

Source Law

Art. 3.44b

Sec. 1. In the case of contracts issued on or after the
operative date of this Article as defined in Section 11, no
contract of annuity, except as stated in Section 10, shall be
delivered or issued for delivery in this state

Sec. 11. After the effective date of this Article, any
conpany may file with the State Board of Insurance a witten
notice of its election to conply with the provisions of this
Article after a specified date before the second anniversary of
the effective date of this Article. After the filing of such
noti ces, then upon such specified date, which shall be the
operative date of this Article for such conpany, the Article
shal | becone operative with respect to annuity contracts
thereafter issued by such conpany. |If a conpany makes no such
el ection, the operative date of this Article for such conpany
shall be the second anniversary of the effective date of this
Article.



Revi sor's Note

Section 11, V.T.1.C Article 3.44b, refers to "the effective
date of this Article" and "the second anniversary of the
effective date of this Article.” The effective date of Article
3.44b is August 29, 1977. Therefore the revised | aw substitutes
"August 29, 1977" for "the effective date of this Article" and
"August 29, 1979" for "the second anniversary of the effective
date of this Article.™

Revi sed Law
Sec. 1107.002. EXEMPTIONS. (a) This chapter does not apply

to:

(1) a reinsurance contract;

(2) a group annuity contract that is purchased under a
retirement plan or plan of deferred conpensation established or
mai nt ai ned by an enpl oyer, including a partnership or sole
proprietorship, by an enpl oyee organi zation, or by both, other
than a plan that provides individual retirenent accounts or
i ndi vidual retirenment annuities under Section 408, Internal
Revenue Code of 1986, as anended;

(3) a premumdeposit fund;

(4) a variable annuity contract;

(5) an investnent annuity contract;

(6) an inmediate annuity contract;

(7) a deferred annuity contract under which annuity
paynents have begun; or

(8) a reversionary annuity contract.

(b) This chapter does not apply to a contract delivered
outside this state through an agent or other representative of
t he conpany that issues the contract. (V.T.1.C Art. 3.44b, Sec.
10.)

Source Law

Sec. 10. This Article shall not apply to any reinsurance,
group annuity purchased under a retirenent plan or plan of
deferred conpensation established or maintained by an enpl oyer
(including a partnership or sole proprietorship), or by an
enpl oyee organi zation, or by both, other than a plan providing
i ndi vidual retirenment accounts or individual retirenent annuities
under Section 408 of the Internal Revenue Code of 1954, as
anended (Title 26, United States Code, as anended), prem um
deposit fund, variable annuity, investnent annuity, immedi ate
annuity, any deferred annuity contract after annuity paynents
have commenced, or reversionary annuity, nor to any contract
whi ch shall be delivered outside this state through an agent or
ot her representative of the conpany issuing the contract.



Revi sor's Note

Section 10, V.T.1.C. Article 3.44b, refers to Section 408 of
the Internal Revenue Code of 1954. That section is now
incorporated in the Internal Revenue Code of 1986 and the revised
law is drafted accordingly.

Revi sed Law

Sec. 1107.003. REQUI RED NONFORFEI TURE PROVI SIONS. (a) An
annuity contract delivered or issued for delivery in this state
must contain in substance the provisions prescribed by this
section or corresponding provisions that, in the opinion of the
departnent, are at |east as favorable to the contract hol der when
paynent of considerations under the contract ceases.

(b) The annuity contract must provide that when paynent of
consi derations under a contract ceases, the conpany will grant a
pai d-up annuity benefit on a plan stipulated in the contract that
has a value that conplies with this chapter

(c) An annuity contract that provides for a | unp-sum
settlenent at maturity or at any other tine nust provide that on
surrender of the contract on or before the time annuity paynents
begin, the conmpany that issues the contract will pay a cash
surrender benefit in an amount that conplies with this chapter in
lieu of a paid-up annuity benefit. A conpany shall reserve the
right to defer paynent of any cash surrender benefit for a period
of six nmonths after demand for paynent of the benefit is nade
wi th surrender of the contract.

(d) An annuity contract nust contain:

(1) a statenent of the nortality table, if any, and
interest rates to be used to conpute any m ni mum pai d-up annuity,
cash surrender, or death benefits that are guaranteed under the
contract, together with information that is sufficient to
determ ne the amobunts of the benefits;

(2) a statenent that any paid-up annuity, cash
surrender, or death benefits avail abl e under the contract are not
| ess than the m ni num benefits required by this state; and

(3) an explanation of the manner in which a paid-up
annuity, cash surrender, or death benefit is altered by the
exi stence of any additional anmpbunts credited to the contract by
t he conpany that issues the contract, any indebtedness to the
conpany on the contract, or any prior withdrawals fromor parti al
surrenders of the contract. (V.T.1.C. Art. 3.44b, Sec. 1

(part).)

Source Law

Sec. 1. [In the case of contracts issued on or after the
operative date of this Article as defined in Section 11,] no
contract of annuity, [except as stated in Section 10,] shall be
delivered or issued for delivery in this state unless it contains
in substance the follow ng provisions, or correspondi ng



provi sions which in the opinion of the State Board of |nsurance
are at |least as favorable to the contract hol der, on cessation of
paynent of considerations under the contract.

(a) That on cessation of paynent of considerations
under a contract, the conmpany will grant a paid-up annuity
benefit on a plan stipulated in the contract of such value as is
specified in Sections 3, 4, 5 6, and 8 of this Article.

(b) If a contract provides for a |unp-sum settl enent
at maturity, or at any other time, that on surrender of the
contract at or prior to the comencenent of any annuity paynents,
the conpany will pay in lieu of any paid-up annuity benefit a
cash surrender benefit of such anobunt as is specified in Sections
3, 4, 6, and 8 of this Article. The conpany shall reserve the
right to defer the paynent of such cash surrender benefit for a
period of six (6) nonths after demand therefor with surrender of
t he contract.

(c) A statenent of the nortality table, if any, and
interest rates used in cal culating any m ni nrum pai d-up annuity,
cash surrender or death benefits that are guaranteed under the
contract, together with sufficient information to determ ne the
amounts of such benefits.

(d) A statenent that any paid-up annuity, cash
surrender or death benefits that may be avail abl e under the
contract are not |ess than the m nimum benefits required by any
statute of the state in which the contract is delivered and an
expl anation of the manner in which such benefits are altered by
t he exi stence of any additional anmounts credited by the conpany
to the contract, any indebtedness to the conpany on the contract
or any prior withdrawals fromor partial surrenders of the
contract.

Revisor's Note

(1) Section 1, V.T.1.C. Article 3.44b, refers to the "State
Board of Insurance."” Chapter 685, Acts of the 73rd Legislature,
Regul ar Session, 1993, abolished the State Board of |nsurance and
transferred its functions to the comm ssioner of insurance and
the Texas Departnment of |Insurance, as appropriate. Chapter 31 of
this code defines "conm ssioner” and "departnent” for purposes of
this code and the other insurance |laws of this state to nmean the
conmmi ssi oner of insurance and the Texas Departnent of Insurance,
respectively. The reference to the State Board of Insurance has
been changed appropriately.

(2) Section 1, V.T.I.C. Article 3.44b, requires an annuity
contract to state that certain benefits are not |less than the
m ni mum benefits "required by any statute of the state in which
the contract is delivered.” The revised |aw substitutes
"required by this state" for the quoted | anguage because Section
1, V.T.1.C. Article 3.44b, applies only to a life insurance




policy "delivered or issued for delivery in this state.”
Revi sed Law
Sec. 1107.004. OPTIONAL TERM NATI ON PROVI SION. (a)
Not wi t hst andi ng the requirenents of Section 1107.003, an annuity
contract may provide that the conpany has the option to term nate
the contract by meking a cash paynent of the then present val ue
of that portion of the paid-up annuity benefit if:

(1) no considerations are received under the contract
for two years; and

(2) at maturity, paynents on the portion of the
pai d-up annuity benefit on the plan stipulated in the contract
attributable to considerations paid before that period would be
| ess than $20 each nont h.

(b) If an annuity contract contains a provision permtted
under Subsection (a):

(1) the present value of a portion of a paid-up
annuity benefit paid under that provision nust be conputed on the
basis of the nortality table, if any, and interest rate specified
in the contract for determ ning the paid-up annuity benefit; and

(2) a paynent nmade under that provision relieves the
conpany of any further obligation under the contract. (V.T.1.C
Art. 3.44b, Sec. 1 (part).)

Source Law

Sec. 1.

Not wi t hst andi ng the requirenents of this Section, any
deferred annuity contract may provide that if no considerations
have been received under a contract for a period of two (2) ful
years and the portion of the paid-up annuity benefit at maturity
on the plan stipulated in the contract arising from
considerations paid prior to such period would be |ess than
twenty dollars ($20.00) nonthly, the conpany may at its option
term nate such contract by paynent in cash of the then present
val ue of such portion of the paid-up annuity benefit, calcul ated
on the basis of the nortality table, if any, and interest rate
specified in the contract for determning the paid-up annuity
benefit, and by such paynment shall be relieved of any further
obl i gati on under such contract.

Revi sor's Note
Section 1, V.T.1.C. Article 3.44b, refers to a "deferred
annuity contract." Under Section 10 of that article, revised as
Section 1107.002, this chapter applies only to a deferred
annuity. The revised law omts the reference to "deferred" as
unnecessary and to ensure consistent use of termnology in this
chapter.




Revi sed Law
Sec. 1107.005. CONTRACT DI SCLOSURE THAT CERTAI N BENEFI TS
NOT PROVI DED. An annuity contract that does not provide a cash
surrender benefit or that does not provide a death benefit that
is at least equal to the m ninmum nonforfeiture amount for the
contract under Subchapter B before annuity paynents begi n nust
include a statenent in a promnent place in the contract that
t hose benefits are not provided. (V.T.1.C. Art. 3.44b, Sec. 7.)
Source Law

Sec. 7. Any contract which does not provide cash surrender
benefits or does not provide death benefits at |east equal to the
m ni mum non-forfeiture anmount prior to the comencenent of any
annuity paynents shall include a statenent in a prom nent place
in the contract that such benefits are not provided.

Revi sed Law
Sec. 1107.006. MATURITY DATE. (a) |In determ ning the value
of benefits under Sections 1107.102, 1107.103, and 1107.104, and
subj ect to Subsection (b), if an annuity contract permts an
el ection to have annuity paynents begin on optional maturity
dates, the maturity date is considered to be the |atest date on
which an election is permtted by the contract.
(b) A mturity date determ ned under this section nmay not
be later than the later of:
(1) the next anniversary of the annuity contract that
follows the annuitant's 70th birthday; or
(2) the 10th anniversary of the contract. (V.T.I.C
Art. 3.44b, Sec. 6.)

Source Law

Sec. 6. For the purpose of determ ning the benefits
cal cul ated under Sections 4 and 5 of this Article, in the case of
annuity contracts under which an el ection may be nmade to have
annuity paynents commence at optional maturity dates, the
maturity date shall be deenmed to be the |atest date for which
el ection shall be permtted by the contract, but shall not be
deened to be |l ater than the anniversary of the contract next
following the annuitant's 70th birthday or the 10th anniversary
of the contract, whichever is later.

[ Sections 1107.007-1107.050 reserved for expansion]

SUBCHAPTER B. COWPUTATION OF M NI MUM
NONFORFEI TURE AMOUNT
Revi sed Law
Sec. 1107.051. M NI MUM NONFORFEI TURE AMOUNT. The m ni mum
val ue under Subchapter C of a paid-up annuity, cash surrender, or




death benefit shall be conputed on the basis of the m ni num
nonforfeiture anmount prescribed by this subchapter. (V.T.1.C
Art. 3.44b, Sec. 2 (intro).)

Source Law

Sec. 2. The m ni num val ues as specified in Sections 3, 4, 5,
6, and 8 of this Article of any paid-up annuity, cash surrender,
or death benefits avail abl e under an annuity contract shall be
based upon m ni mum non-forfeiture amounts as defined in this
Secti on.

Revi sor's Note

Section 2, V.T.1.C. Article 3.44b, refers to the "m ni mum
val ues as specified in Sections 3, 4, 5, 6, and 8 of this Article
of any paid-up annuity, cash surrender, or death benefits."” The
portions of those sections that specify m ninmum val ues for
pai d-up annuity, cash surrender, or death benefits are revised as
part of Subchapter C, which also includes other related
provisions. The revised |law is drafted accordingly.

Revi sed Law

Sec. 1107.052. CONTRACT W TH FLEXI BLE CONSI DERATI ONS. (a)
This section applies only to an annuity contract that provides
for the paynment of flexible considerations.

(b) The m nimum nonforfeiture amount on or before annuity
paynents begin is an anount equal to the accunul ation of the
prescri bed percentages of the anobunt of net considerations paid
to the date of conputation, which are accunul ated at an interest
rate of three percent per year, plus any additional anpunt
credited to the contract by the conpany, |ess the anopunt of:

(1) any withdrawal fromor partial surrender of the
contract nmade before the m nimum nonforfeiture anmount is
conput ed, accunul ated at an interest rate of three percent per
year; and

(2) any indebtedness to the conmpany on the contract,

i ncluding any accrued interest due on the indebtedness.

(c) For the purposes of this section, the anbunt of net
consideration for a contract year nmay not be less than $0 and is
conput ed by subtracting fromthe anount of gross considerations
credited to the contract during that contract year:

(1) an annual contract charge of $30; and

(2) a collection charge of $1.25 for each
consideration credited to the contract during that year.

(d) Except as provided by Subsection (e), the percentage of
t he ambunt of net consideration to be used in conputing a m ni num
nonforfeiture anmount under Subsection (b) is:

(1) 65 percent for the first contract year; and

(2) 87.5 percent for each subsequent contract year.




(e) For a renewal contract year, the percentage of the
anount of net consideration to be used to conpute a m ni num
nonforfeiture amount under Subsection (b) is 65 percent of the
portion of the total anmount of net consideration that exceeds by
not nore than two tines the sum of those portions of the anount
of net consideration in all preceding contract years for which
t he percentage was 65 percent. (V.T.1.C Art. 3.44b, Sec. 2(a).)

Source Law

(a) Wth respect to contracts providing for flexible
consi derations, the mninmmnon-forfeiture amount at any tine at
or prior to the commencenent of any annuity paynents shall be
equal to an accunulation up to such tine at a rate of interest of
three per cent (3% per annum of percentages of the net
considerations (as hereinafter defined) paid prior to such tine,
decreased by the sum of:

(1) any prior wthdrawals fromor partial
surrenders of the contract accunul ated at a rate of interest of
three per cent (3% per annunm and

(2) the amount of any indebtedness to the conpany
on the contract, including interest due and accrued; and
i ncreased by any existing additional anounts credited by the
conpany to the contract.

The net considerations for a given contract year used to
define the m nimum non-forfeiture anmount shall be an anount not
| ess than zero and shall be equal to the correspondi ng gross
considerations credited to the contract during that contract year
| ess an annual contract charge of thirty dollars ($30.00) and
|l ess a collection charge of one dollar and twenty-five cents
($1.25) per consideration credited to the contract during that
contract year. The percentages of net considerations shall be
sixty-five per cent (65% of the net consideration for the first
contract year and eighty-seven and one-half per cent (87 1/2% of
the net considerations for the second and | ater contract years.
Not wi t hst andi ng the provisions of the preceding sentence, the
per cent age shall be sixty-five per cent (65% of the portion of
the total net consideration for any renewal contract year which
exceeds by not nore than two tinmes the sum of those portions of
the net considerations in all prior contract years for which the
percent age was sixty-five per cent (65% .

Revi sed Law
Sec. 1107.053. CONTRACT W TH FI XED, SCHEDULED
CONSI DERATI ONS. (a) For an annuity contract that provides for
t he paynent of fixed, schedul ed considerations, the m ni num
nonforfeiture anmount is conputed in the sanme manner as the
m ni mum nonforfeiture amount for an annuity contract with
fl exi bl e considerations that are paid annually, except that:




(1) the amount of net consideration for a contract
year is conmputed using an annual contract charge equal to the
| esser of:
(A) $30; or
(B) 10 percent of the ampunt of the gross annual
consi derations paid on the contract; and
(2) the percentage of the net consideration amount for
the first contract year to be used to conmpute the m ni num
nonforfeiture anmount is 65 percent of the anmount of net
consideration for the first contract year plus 22.5 percent of
t he amount by which the anobunt of net consideration for the first
contract year exceeds the |esser of:
(A) the amount of net consideration for the
second contract year; or
(B) the amount of net consideration for the third
contract year.

(b) The conputation made under Subsection (a) nust assune
that the considerations are paid annually in advance. (V.T.1.C
Art. 3.44b, Sec. 2(b).)

Source Law

(b) Wth respect to contracts providing for fixed
schedul ed considerations, mninmmnon-forfeiture anounts shall be
cal cul ated on the assunption that considerations are paid
annual |y in advance and shall be defined as for contracts with
fl exi bl e considerations which are paid annually with two
exceptions:

(1) the portion of the net consideration for the
first contract year to be accunul ated shall be the sum of
sixty-five per cent (65% of the net consideration for the first
contract year plus twenty-two and one-half per cent (22 1/2% of
the excess of the net consideration for the first contract year
over the | esser of the net considerations for the second and
third contract years; and

(2) the annual contract charge shall be the
| esser of (i) thirty dollars ($30.00) or (ii) ten per cent (10%
of the gross annual consideration.

Revi sed Law

Sec. 1107.054. CONTRACT W TH SI NGLE CONSI DERATI ON. For an
annuity contract that provides for the paynment of a single
consi deration, the m nimum nonforfeiture anmount is conputed in
t he sane manner as the m nimum nonforfeiture anmount for a
contract with flexible considerations, except that:

(1) the net consideration anount to be used to conpute

the m ni mum nonforfeiture anmount is the anount of the gross
consi derations paid under the contract |ess a contract charge of
$75; and




(2) the percentage of the net consideration anpbunt to
be used to conmpute the m ni num nonforfeiture amount is 90
percent. (V.T.1.C. Art. 3.44b, Sec. 2(c).)
Source Law

(c) Wth respect to contracts providing for a single
consideration, mnimmnon-forfeiture amounts shall be defined as
for contracts with flexible considerations except that the
per cent age of net consideration used to determ ne the m nimum
non-forfeiture anount shall be equal to ninety per cent (90% and
the net consideration shall be the gross consideration less a
contract charge of seventy-five dollars ($75.00).

[ Sections 1107.055-1107. 100 reserved for expansion]

SUBCHAPTER C. VALUE OF NONFORFEI TURE BENEFI TS
Revi sed Law

Sec. 1107.101. PRESENT VALUE OF PAI D- UP ANNUI TY BENEFI T.
(a) The present value of any paid-up annuity benefit avail able
under an annuity contract on the date annuity paynents are to
begin may not be | ess than the m ni mum nonforfeiture anmount for
that contract on that date as conputed under Subchapter B

(b) The present value of the paid-up annuity benefit shal
be conputed using the nortality table, if any, and the interest
rate specified in the contract for conputing the m ni num pai d-up
annuity benefit guaranteed by the contract. (V.T.I.C
Art. 3.44b, Sec. 3.)

Source Law

Sec. 3. Any paid-up annuity benefit avail able under a
contract shall be such that its present value on the date annuity
paynents are to conmence is at |east equal to the m ninmm
non-forfeiture anount on that date. Such present val ue shall be
conputed using the nortality table, if any, and the interest rate
specified in the contract for determ ning the m ni num pai d-up
annuity benefits guaranteed in the contract.

Revi sed Law

Sec. 1107.102. COV